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TESTIMONY OF WILLIAM A. MONSEN REGARDING PROPGSED
SETTLEMENT ON BEHALF OF THE ENERGY FREEDOM COALITION OF

AMERICA (EFCA)
(Docket No. E-01461A-15-0363)

1. Introduction and Summary of Testimony

Q. Please state your name, position and business address.

My name is William A. Monsen. I am a Principal at MRW & Associates, LLC (MRW).

My business address is 1814 Franklin Street, Suite 720, Oakland, California.

Q. On whose behalf are you providing this testimony?

I am providing this testimony on behalf of the Energy Freedom Coalition of America

(EFCA).

Q- Have you previously testified in this docket?

5

6

7
A.

8

9

1 0

11 A .

12

13

14

15 A . Yes. I submitted direct opening testimony on behalf of EFCA.1

16

17

A .
18

19

20

21

22

Q. What is the purpose of your testimony in this proceeding?

My testimony reviews the proposed Settlement Agreement (Proposed Settlement)

between Trico Electric Cooperative (Trico) and the Utilities Division (Staff) of the

Arizona Corporation Commission (Commission) to revise Trico's revenue allocation and

rate design.2 Based on this review, I recommend either rejecting the Proposed Settlement

or that the Commission implement several changes to the Proposed Settlement as they

relate to residential customers who install distributed solar generation.

23

24

25

26

27

28

1 Direct Testimony Of William A. Monsen On Behalf Of The Energy Freedom Coalition Of
America (EFCA), Docket No. E-0146lA-15-0363. June 1, 2016 (Monsen Direct Testimony)
2 In The Matter Of The Application Of Trico Electric Cooperative, Inc., An Arizona Nonprofit
Corporation, For A Determination Of The Current Fair Value Of Its Utility Plant And Property
And For The Establishment Of Just And Reasonable Rates And Charges Designed To Realize A
Reasonable Rate Of Return On The Fair Value Of The Plant And Properties And For Related
Approvals, Docket No. E-0146lA-l5-0363, "Settlement Agreement," July 8, 2016 (Proposed
Settlement).
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1 Q- How is your testimony organized?

2 A,

3

4

5

6

My testimony is organized around several components of the Proposed Settlement. First,

I will address the proposed grandfathering of existing solar DG customers under Trico's

current net metering tariff. Twill then discuss the rate design that the Proposed Settlement

would adopt. I next address the Proposed Settlement's buyback rate for excess generation

from solar DG customers. Finally, I discuss other issues that would impact residential

solar DG customers.
7

8
Q- Please summarize your recommendations and conclusions.

9 A.
10

11

12

In general I recommend that the Commission rej et the Proposed Settlement or at least

make changes to the Proposed Settlement to rectify several issues that would create

serious regulatory uncertainty and potentially violate Commission policy, as well as

modify certain provisions that are unsupported and may harm customers.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Trico has proposed to aggressively change certain residential rate elements, particularly

with regard to customers who choose to buy or lease solar DG systems. The Proposed

Settlement would adopt many of Trico's proposed rate changes in some fashion. As

discussed below, the Proposed Settlement would significantly increase Trico's current

fixed monthly charge, while reducing the bill credits that it offers for any excess solar

generation that is exported from the customer to the Trico grid. Neither Trico nor any

other party has adequately supposed these changes. Furthermore, the Proposed Settlement

would adopt an inherently unfair approach to grandfathering existing residential solar DG

customers onto its current NEM tariff, as it would set a retroactive deadline of May 3 l ,

2016 for submitting NEM applications, fail to ensure that these customers are

grandfathered beyond Trico's next rate case, and fail to ensure that these customers will

continue to receive comparable value for their solar DG output as compared to their

current rates by, among other things, failing to retain the current rate design under which

solar DG customers currently take service.3 Given these issues, I recommend that the

Commission reject the Proposed Settlement unless modified as follows:
27

28

3 Proposed Settlement, p. 3

5



1 1. The Commission should modify the Proposed Settlement's grandfathering provision
such that it:

2

3

4

Applies to all NEM customers that have existing solar DG or customers that
submitted a completed interconnection application by no more than 30 days
after a final decision in this docket regarding NEM and rate design issues for
solar DG customers is no longer appealable,

5

6
b. Grandfathers both (1) the ability to use NEM but and (2) the rate design that is

in place today for NEM customers,
7

c.
8

Clearly state that the grand fathering applies to both Trico's NEM rules under
Schedule NM and Trico's current residential rate design, and

9

10

11

12

Affirmatively states that grandfathering for existing NEM customers and
NEM customers who apply for interconnection prior to 30 days after die
issuance of a decision regarding NEM and rate design issues for solar DG
customers in this docket will run through the shorter of (1) the term of the
customer's interconnection agreement or (2)20 years from date system was
installed.

13

14

15

The Commission should order Trico to adopt a minimum monthly bill that is trued up
annually for residential customers that is revenue neutral relative to its current fixed
charge M place of a fixed charge. Alternatively, the Commission should direct Trico
to reduce its monthly fixed charge to $10/customer/month as recommended by the
Southwest Energy Efficiency Project (SWEEP).16

17 3.

18

19

20

The Commission should reject the Proposed Settlement's $0/kW residential demand
charge and freeze on Trico's TOU rate option. Instead, the Commission should direct
Trico to develop a demand billing pilot program designed to provide a random
selection of residential customers with appropriate metering equipment and educate
them on demand charges and managing their electricity demand, and to demonstrate
customer understanding and acceptance of demand charges prior to bringing forward
a proposal to implement a residential demand charge in its next rate case.

21

22

23

The Commission should reject the Proposed Settlement's export rate approach to

incorporating the results of the Value of Solar proceeding, and instead rule that:

a. All NEM and DG customer rate design issues shall be considered in a second
phase of dies proceeding,

24

25 No changes to NEM or DG customer rates shall be adopted until a final
decision has been issued in Phase 2 of this proceeding,

26

27 c. All customers requesting an interconnection agreement between now and the
issuance of a final decision in Phase 2 of this proceeding will be grandfathered

28

4.

2.

b.

d.

a.

6



1

2

onto current NEM and DG rates, i n c l ud i n g their current rate design, and

d. Phase 2 of this proceeding will explicitly incorporate the results of the Value
of Solar proceeding.

5. The Commission should require Trico to complete a meaningful study of demand
billing intervals of different durations and customer demand profiles prior to
implementing a demand charge, whether for $0/kW or any other amount. The
Commission should also require Trico to be able to fully discuss customer usage and
demand profiles prior to imposing a demand charge of any amount on residential
customers, and to submit such a discussion in its next General Rate Case if Trico
wishes to propose a residential demand charge, due to the importance of this
information in detennining the most appropriate billing interval and educating
customers.

6. The Commission should reject the Proposed Settlement's return trip fee for customers
who install distributed generation.

II. The Proposed Settlement's Grandfathering Provision Is

Vague and Amounts to Retroactive Ratemaking

Q. What is the Proposed Settlement's g randfathering provision?

3

4

5

6

7

8

9

10

11

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

A. The Proposed Settlement would grandfather existing solar DG customers or customers

that submitted a completed interconnection application by May31 , 2016 on Trico's

existing net metering tariffs Under the Proposed Settlement, "Trico members who

applied for DG interconnection on or before May 31 , 2016 will be grandfathered on the

current net metering tariff at least until the Commission issues a decision in Trico's next

rate case and with the expectation that grandfathering will continue for the remaining

term of the member's interconnection agreement or for 20 years, whichever is shorter"5

and "[g]randfathering only applies to the current net metering tariff as set forth in

Section 9.1 above."6

23

24

25

26

27

28
4 Proposed Settlement, pp. 5-6.
.> Proposed Settlement, p. 7
6 Proposed Settlement, p. 7
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1 Q- Do you have concerns about this proposal?

2 A.

3

4

5

6

Yes. While I applaud Trico and Staff for proposing to grandfather existing solar DG

customers on the existing net metering tariff, the grandfathering provision of the

Proposed Settlement are unfair and should be modified to avoid retroactive ratemaldng

and to ensure that existing solar DG customers maintain their current rate design (e.g., a

two-part rate) as is typical for other Arizona utilities that offer grandfathering.

7

8 Q. Why is this proposal unfair?

9 A.

10

11

12

The proposed cutoff date in the Proposed Settlement is arbitrary. As discussed in my

direct testimony, it would be inappropriate and handful to set a cutoff date in advance of

a final decision by the Commission in this proceeding. The Commission has agreed with

this position.7

13

14

15

16

17

In addition, the Proposed Settlement would not grandfather existing solar DG customers

on their current rate design. Given that Trico's application explicitly stated its desire to

provide these customers with rate certainty as a matter of fairness,8 this appears to be an

oversight on the part of Trico and Staff that is easily corrected.

18

19 Q.

20

Have other Arizona utilities typically proposed new mandatory rate structures for

solar DG customers when they proposed to grandfather customers on NEM?

21

22

23

It is my understanding that they have not. For example, Arizona Public Service recently

proposed grandfathering rules for solar DG customers that would allow customers to

remain on their current retail rate.9 UNSE and Tucson Electric Power proposed three-part

24

25

26

27 8

28

7 Monsen Direct Testimony pp. 7-10
Direct Testimony of Vincent Nitido on Behalf of Trico Electric Cooperative, Inc. Docket No.

E-01461A-15-0363. October 23, 2015. (Nitido Testimony) p. 16
9 Direct Testimony of Charles A. Miessner on Behalf of Arizona Public Service Company.
Docket No. E-01345A-16-0036. June 1, 2016. p. 45 .

A.

8



1

2

3

4

rates including demand charges that would be mandatory only for new DG customers. 10

Additionally, the ALJ Recommendation issued in UNSE's rate case noted that UNSE

proposed several residential rate options that will allow solar DG customers to select a

rate design similar to the one that they have previously been billed under. 11 For this

reason, the Proposed Settlement is an outlier with regards to grandfathering.5

6

A. The Proposed Settlement's Net Metering Grandfathering Deadline

is Harmful, Amounts to Retroactive Ratemaking, and is Contrary to

Commission Policy

7

8

9

10

11

12

13

14

15

Q. Why is the Proposed Settlement's grandfathering cutoff date harmful?

16

17

Generally speaddng, arbitrary limits on grandfathering will create regulatory uncertainty

for all of Trico's existing members that either installed solar DG after the arbitrary

deadline or planned to install solar DG in the future. This uncertainty would undermine

Trico's stated goal of sustainable development of DG on its system. Furthermore, it

creates broad regulatory uncertainty by setting a precedent for retroactive ratemaking on

the part of the Commission.
18

19

20
Q. Has the Commission previously taken a position on this issue?

21
A.

22

Yes. My direct testimony discusses at length the Commission's previous statements that

grandfathering periods should not begin prior to the date of a final decision by the

Commission]2
23

24

25

26
No. E-01933A-15_0322. November 5, 2015. pp. 21-22, and Direct Testimony of David G.

27
11 Docket No. E-04204A-15-0142. Recommendation of Administrative Law Judge Jane L.

12 Monsen Direct Testimony pp. 7-10
28

10 Direct Testimony of David G. Hutchens on behalf of Tucson Electric Power Company. Docket

Hutchens on behalf fUNS Electric, Inc. Docket No. E-04204A-15-0142. May 5, 2015. p. 12.

Rodda. July 20, 2016 (ALJ Recommendation), p. 29,

A.

9



1 Q- Is there any additional information on this issue that the Commission should

2

3 A.

4

5

6

7

8

consider?

Yes. The recently-issued ALJ Recommendation in UNSE's General Rate Case that is

pending before the Commission adopts a cutoff for grandfathered solar DG systems that

is at odds with the Proposed Settlement's approach to setting a deadline for

grandfathering new DG interconnections. UNSE, like the Proposed Settlement, proposed

to establish an arbitrary grandfathering." The ALJ firmly rejected this approach, finding

that:

9

10

11

12

13

"[t]he Company's proposed June 1, 2015 for detennining which DG customers
shall be subject to newly proposed rate options or net metering treatment is not
reasonable. Going forward, any DG customer who files an interconnection
agreement prior to the effective date of a Decision in phase two of this
proceeding shall be treated the same as a DG customer who filed for
interconnection prior to that date."'4

14

15

16

In the ALJ Recommendation, "phase two" refers to a new phase that would be added to

the UNSE general rate case that would start after the Commission issues its decision in

the Value of Solar docket.15
17

18
Q. What do you recommend?

19
A.

20

21

22

The Commission should either reject the Proposed Settlement or, similar to the

recommendation I made in my direct testimony regarding Trico's application16 and

consistent with the approach in the ALJ Recommendation in the UNSE General Rate

Case, modify the Proposed Settlement's grandfathering provision such that it applies to

all NEM customers that have existing solar DG or customers that submit a completed
23

24

25

26

27

28

13 UNSE proposed a grand fathering date of June 1, 2015.
14 ALJ Recommendation, p. 137, Finding of Fact 66.
15 In the matter of the Commission's Investigation of Value and Cost of Distributed Generation
Docket E-000001_14_0023, January 24, 2014.
16 Monsen Direct Testimony, pp. 9-10.

10



interconnection application by no more than 30 days a&er a final decision regarding

NEM and rate design issues for solar DG customers in this docket.

. The Proposed Settlement's Grandfathering Provision Improperly

Allows for Revising the Rate Design of Grandfathered NEM Customers

Q- Why does the Proposed Settlement's grandfathering provision improperly allow

Trico to revise the rate design for grandfathered NEM customers?

The grand fathering provision in the Proposed Settlement does not grandfather rate design

because the Proposed Settlement states that customers would be grandfathered on the

current net metering tariff; but makes no statement about the rate structure or rate design

that customers would actually pay or be credited for excess DG generation under. In

Section 9.1, the Proposed Settlement states that "[i]n concert with Sections Vl l and VI I I

of this Agreement, all Trico members who applied for DG interconnection on or before

May 3 l , 2106 will be grandfathered on the current net metering tar#.."l7 Section 9.2 of

the Proposed Settlement then states that "[g]randfathering only applies to the current net

metering tariff as set forth in Section 9.1 above."'8

l

2

3

4

5

6

7

8

9

10 A.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Q. What would be the impact of adopting the Proposed Settlement's grandfathering

provision as written with regard to customer rates?

17 Proposed Settlement, p. 7 (emphasis added)
18 Proposed Settlement, p- 7

I



Customers would only be assured of being grandfathered on Trico's current NEM tariff,

Schedule nm." Schedule NM sets rules for crediting DG customers based on the number

1 A.

2

3

4
of kph that they consume and produce. However, Schedule NM does not establish rates

for the customers, those are established in the customer's otherwise applicable tariff.

Thus, the grandfathering provisions in the Proposed Settlement does not in any way

preserve the rate design that is currently in place for NEM customers. Therefore, the

treatment of grandfathered solar DG customers in practice may change significantly due

to changes in the structure of Trico's standard residential tariff, Schedule RSI,

particularly given that the Proposed Settlement would freeze the alterative Schedule

RS2T0U.20

Q. Why are changes in rate design important to residential solar DG customers?

Residential customers who have installed DG systems are billed based on both NEM

rules and their underlying residential rate schedule. As discussed above, Trice's Schedule

NM only sets the rules for crediting DG customers' deliveries to the grid. The underlying

rate design on the customers' residential rate schedule is critically important for two

reasons:

1. A change in rate design, such as implementing a demand charge, could

dramatically change the credit for a customer's energy deliveries to the grid, even

if the NEM rules still credit that customer in the same manner. Under Trice's

5

6

7

8

9

10

11

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

23

2 4

25

2 6

2 7

28

Schedule NM, customers are credited for energy delivered to the grid by

19 Standard Offer Tariff Net Metering Tariff Schedule NM Effective September 1, 2015 (See
Exhibit WAM-1)
20 Proposed Settlement, p. 5

12

A.

I'll



1 offsetting kph consumed with kph delivered. If Trico were to implement a

2
demand charge for residential customers while maintaining the same expected

3

revenue per customer, it would correspondingly reduce energy rates. This would
4

5
result in a reduction in the credit a DG customer would receive for their deliveries

6 to the grid.

7 2. A change in rate design, such as implementing a demand charge, could

8
dramatically alter how much of a customer's bill that customer can directly avoid

9

10
by consuming energy on-site that was produced by the DG system. In the example

11 above, if a solar DG customer's otherwise applicable tariff changes from a two-

12 part to a three-part rate, the energy rate for the three-part rate would be lower than

13 the energy rate for the two-part rate. Thus, any self-generated energy that is used

14
on-site would generate less savings for the customer under the new rate design.

15

16

17 Thus, changing customers' rate design can change the benefit of the bargain that

18 customers expected when they chose to install solar DG.

19

20

21 Q- Would the potential impact of changes in rate structure on customers undermine

22 the purpose of grandfathering customers onto the current net metering rate

23
schedule?

24

A.
25

Yes. Changes in rate design could cause significant increases in customers' bills after

26

27

installing a DG system, which would undermine the basic goal of grandfathering.

28

13



1 Q- Did Trico originally propose to fully grandfather customers who apply for a DG

2
interconnection prior to the cutoff deadline in its Application?

3
A.

4
Yes. The testimony of Vincent Nitido clearly shows this:

5

6

7

8

Trico has proposed to "grandfather" Members who applied for a DG
interconnection prior to March 1, 2015 under the existing net metering tariff,
because those Members acquired and sized their DG systems based on the tariffs
at that time without knowledge of the proposed changes. Trico's Board believes it
should not dramatically change cost structure for these original DG systems as a
matter of fairness. Applying a demand charge to those grandfathered Members
would be inconsistent with the Board's determination in that regard.21

9

10 Thus, Trico's testimony indicates that it intended to grandfather solar DG customers who

11
meet its grandfathering criteria onto both Trice's current NEM rules and current rate

12

structure.
13

14

15 Q. How is the Proposed Settlement in conflict with Trico's testimony?

16 A. Shifting a portion of residential customers' rates from energy charges to a demand

17
charge, for example, would be a dramatic and unexpected change in cost structure in the

18

19
context of Mr. Nitido's testimony language above, and it would economically harm solar

20 DG customers by reducing the value of their NEM energy deliveries. Unfortunately, the

21 Proposed Settlement as written would allow for such a change to the underlying

22
residential rates that apply for solar DG customers. Thus, taken with Trico's previous

23
statements in this proceeding, the Proposed Settlement's grandfathering provision is

24

25
either poorly worded or a significant departure from Trico's previous position.

26

27

28

21 Nitido Testimony, p. 16

14



Q- What do you recommend?1

2
A .

3

I recommend that the Commission either reject the Proposed Settlement or revise the

Proposed Settlement to (1) grandfather not only the ability to use NEM but also the rate

structure that is in place today for NEM customers and (2) clearly state that the

grandfathering applies to both Trico's NEM rules under Schedule NM and Trice's

current residential rate design. The Commission could accomplish this either by directing

Trico to maintain its current rate structure for all customers or by directing Trico to adopt

an optional rate structure consisting of only fixed and energy charges specifically for

these DG customers.

4

5

6

7

8

9

10

11

12

13

14
A .

Q- Are you proposing to freeze rates for grandfathered NEM customers?

No. In future rate cases, the rates paid by grandfathered NEM customers would reflect the

revenue requirement that is allocated to those customers. Thus, those customers would

pay their fully allocated cost of service.

C. The Proposed Settlement Would Provide Gnly a Limited

Guarantee of Future Regulatory Treatment for Existing Solar DG

Customers

Q. Why is the Proposed Settlement's language regarding the length of time for which

customers would be grandfathered on Trico's current NEM tariff vague and

problematic?

15

1 6

17

18

1 9

2 0

21

2 2

2 3

2 4

25

26 A.

2 7

28

The Proposed Settlement as filed would only guarantee grand fathering of existing DG

customers on Trico's current NEM tariff until roughly late-2018 or early-2019. Section

9.1 of the Proposed Settlement first states that customers who applied for interconnection

15



before the cutoff date will be grandfathered at least until the Commission issues a

decision in Trico's next rate case22, which could be as early as 2018 given that the

Proposed Settlement would allow for a test year of the 12 month period ending on June

30, 2018 in Trico's next rate case." In the same sentence, the Proposed Settlement states

that customers would then (i.e., as of Trico's next rate case), have an "expectation" that

grandfathering will continue for the remainder of the customer's interconnection

agreement or 20 years, whichever is shorter.24 This language clearly leaves open the door

to eliminating grandfathering in Trico's next rate case, which again would contradict

Trico's expressed desire for fair treatment of DG customers eligible for grand fathering. It

would also cause significant uncertainty to customers considering solar DG before the

grandfathering deadline.

1

2

3

4

5

6

7

8

9

10

11

12

13

14 A .

Q- What do you recommend?

I recommend that the Commission either reject the Proposed Settlement or modify the

Proposed Settlement to affirmatively state that grand fathering for existing NEM

customers and NEM customers who apply for interconnection prior to 30 days after the

issuance of a decision regarding NEM and rate design issues for solar DG customers in

this docket will run through the shorter of (1) customer interconnection agreement or (2)

20 years from date system was installed.

III. The Proposed Settlement's Residential Rate Design Has

Several Fatal Flaws

Q. What changes would the Proposed Settlement make to Trico's residential electric

15

16

17

18

19

20

21

22

23

24

25

26

27

28

rate design?

22 Proposed Settlement, p. 7
23 Proposed Settlement, p. 3
24 Proposed Settlement, p. 7
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1 A.

2

The Proposed Settlement includes the following key changes in its residential electric rate

design:

3
• Increase residential fixed charges from $15/customer/month to

$24/customer/month.25

• Introduce a 24/7 peak demand rate of $0.00/kW without a minimum demand

requirement and with peak demand defined as the highest 15-minute interval

demand during the month."

4

5

6

7

8

9

10
• Introduce a two-tiered inclining block energy rate for non-TOU customers, with

the first 800 kWh/month billed at a reduced rate relative to kph in excess of 800

kwh/lT1oI1th.27

• Freeze Rate Schedule RSZTOU to prevent any additional customers from being

added onto that rate schedule."

Q- Do you agree with the residential rate design in the Proposed Settlement?

Not entirely. Shave several concerns regarding certain aspects of the residential rate

design proposal that I discuss in this section (I will address the inadequacy of the

Proposed Settlement's buyback rate for excess generation credits under Trico's NEM

11

12

13

14

15

16

17

18 A.
1 9

2 0

2 1

2 2 program later in my testimony).

23

24

25

26

27

28

25 Proposed Settlement, p. 4.
26 Proposed Settlement, p. 4.
27 Proposed Settlement, Attachment C, p. l.
28 Proposed Settlement, p. 5.
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1 Q- What are your concerns regarding Proposed Settlement's specific residential rate

2
design elements?

3
A .

4
I am concerned with the magnitude of the increase in Trico's fixed charge for residential

5
customers, which is now even larger than the fixed charge proposed in Trico's

6 application, as well as the Proposed Settlement's continued focus on using a fixed charge

7 rather than a minimum bill approach to ensure customers pay their fair share of

8
infrastructure costs. I am also concerned by the proposals to include a residential demand

9

charge for the first time and to freeze Trice's residential time-of-use rate schedule,
10

11
Schedule RSZTOU. I discuss each of these concerns below.

12
The Proposed Settlement Includes an Excessive Residential Fixed

13

14

Q-
15

A.

Charge

What was the magnitude of the increase that Trico proposed in its residential fixed

charge in its application?
16

A .
17

Trico proposed to increase its fixed charge by approximately 33% for customers on flat

rates and by 26% for its residential TOU customers."
18

19

Q.
20

Is the magnitude of Trico's proposed increase in its residential fixed charge in its

initial application reasonable?
21

A.
22

23

24

No. noted in my opening testimony that this is a significant change in rates. This is

particularly true given that the fixed charge is a component to which customers cannot

adapt their electric consumption, so it would be especially impactful for customers that

have relatively low usage.
25

26

27

28 29 Direct Testimony of Karen Cathers on Behalf of Trico Electric Cooperative, Inc. October 23,
2015 (Cathers Testimony), pp. 10-11. ($20-$15)/$15 = ~33%. ($24-$19)/$19 =~26%.
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1 Q. Is such a significant rate increase consistent with good ratemaking practices?

2 A. No. As discussed by Bonbright, gradual rate changes are preferable to sudden changes."

3

4 Q,

5

Does the Proposed Settlement also include a significant increase in Trico's

residential fixed charge?

6 A.

7

8

Yes. In fact, the Proposed Settlement includes an even more extreme change in Trico's

residential fixed charge: it would increase this charge by 60% (i.e., from

$15/customer/month to $24/customer/month).31

9

10
Q. Is a large increase in the residential fixed charge the only way to reduce any alleged

11
intra-class subsidy?

12

13 A. No. As discussed in my direct testimony, an alterative would be a monthly minimum

14 bill that is trued up on an annual basis. In addition, Trico could also redesign its TOU

15 rates, which could result in a more robust solar DG program. This would be consistent

16
with Staff' s recommendations in the Sulfur Springs Valley Electric Cooperative's general

17

18
rate case, where Staff recommended that Sulfur Springs continue to offer TOU rates."

19

20 Q. Do other parties believe that Trice's current monthly fixed charge for its residential

21 customers is too high and that, as a result, an increase in the monthly fixed charge

22
would be unreasonable?

23

24

25

26 31 Proposed Settlement, p. 4. ($24-$15)/$15

30 Bonbright, Danielsen, and Kamerschen "Principles of Public Utility Rates," 1988, p. 383 (see
Exhibit WAM-2)

=. 60%
32 In The Matter Of The Application Of Sulphur Springs Valley Electric Cooperative, Inc., For A

27 Hearing To Determine The Fair Value Of Its Property For Ratemaldng Purposes, To Fix A Just
And Reasonable Return Thereon, To Approve Rates Designed To Develop Such Return And For
Related Approvals. Staff' s Closing Brief Docket No. E-01575A-l5-0312. July 14, 2016 (Closing
Brief). p. l l. (see Exhibit WAM-3)

28
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1 A . Yes. During public comments on July 19, 2016 in this docket, a representative of SWEEP

indicated that Trico's current monthly fixed charge is too large and should be reduced
2

3

4
from $15 to $10.

Q. What do you recommend?

5

6

7 A.

8
I recommend that the Commission reject the Proposed Settlement's recommendation to

increase the monthly fixed charge and to direct Trico to adopt a minimum monthly bill
9

1 0
that is trued up annually for residential customers that is revenue neutral relative to its

current fixed charge. Alternatively, the Commission should direct Trico to reduce its

monthly fixed charge to $10/customer/month as recommended by SWEEP. In addition,

as discussed more fully below, the Commission should direct Trico to re-examine and

revise the structure of its current TOU rates.

. The Proposed Settlement Would Introduce a Confusing $0/kW

Demand Charge

Q. What is the demand charge that the Proposed Settlement would implement?

The Proposed Settlement would implement a mandatory residential demand charge of

$0/kW.33

Q- On what time interval would Trico bill residential customers for demand charges

11

12

13

14

15

16

17

18

19

20

21 A.

22

23

24

25

26

27

28
33 Proposed Settlement, p. 4.

under the Proposed Settlement?
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1 A. Trice would bill customers based on the highest 15-minute interval demand during each

2
month.34

3

4

5
Q- What are your concerns regarding the proposed mandatory $0/kW demand charge?

6 A. I have many concerns. Trico does not appear to have a good rationale for such a rate.

7 Demand charges are burdensome and confusing to customers, especially if they have

8
never taken service under such a tariff There would be little or no educational value to

9

10
customers associated with this new rate element. A mandatory demand charge is not the

11
favored rate design in other dockets or jurisdictions. Finally, Trico's infrastructure is not

12 ready to implement such a tariff and, as a result, cannot provide useful information to

13 customers to support educational goals. I discuss each of these points below.

14

15 1. There is no clear purpose for the $0/kW demand charge

16

17 Q- What is the intended purpose of implementing a $0/kW residential demand charge?

18 A. There does not appear to be a clear purpose for this charge. Clearly, the demand charge

19
does not increase revenue collection. Therefore, there must be some other purpose for the

20

charge. However, in response to discovery, Trico has given several contradictory reasons
21

22
for the $0/kW demand charge. Trico states that the rationale behind this rate element is

23 "[t]o put in place a tariff that Trice members can reference with respect to demand

24 infonnation on their bill, in order to assist them in understanding how demand rates

25
work...."35 However, Trico also states that "[t]he $0/kW demand charge is not intended

26

27

28 34 Proposed Settlement, p. 4.
35 Trico Response to EFCA DR 5-12(a) (see Exhibit WAM-4)
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1 to provide education about demand charges."36 While Trieo states that the demand charge

2 is not intended to provide education, it also states that the demand charge "provides a tool
3

and opportunity for the member to receive education."37 These contradictory and
4

5
confusing responses make clear that there is no clear, legitimate purpose for

6 implementing this new rate element.

7

z. Demand charges would be burdensome and confusing to
8

residential customers
9

10

11
Q. Are demand charges potentially confusing to customers that have never had such

12 charges in the past?

13 A. They could be, particularly without extensive, well-planned education prior to

14
implementing them. For example, it would likely be challenging for such customers to

15

understand that in order to reduce these charges they would need to, if billed based on 15-
16

17
minute intervals, monitor their usage in each of the 2,918 quarter-hour intervals that exist

18 on average in a month." This would be a significant change from simply monitoring

19 overall usage.

20

21

22
Q- Do demand charges impose significant lifestyle challenges on residential customers?

23 They could. In recent testimony regarding San Diego Gas & Electric's (SDG&E's)

24 ongoing General Rate Case before the California Public Utilities Commission, a

25 ratepayer advocacy organization, the Utility Consumers Action Network (UCAN),

26

27

28

36 Trico Response to EFCA DR 5_12(€) (see Exhibit wAm-4)
37 Trico Response to EFCA DR 5-12(e) (see Exhibit WAM-4)
38 2,918 intervals = 30.4 days per average month * 24 hours per day * 4 quarter-hour intervals
per hour

A.
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1 addressed customer the challenges facing residential customers if demand charges were

2
imposed. In particular, that testimony observed that demand charges:

3

4

5

6

7

8

9

...require customers to keep track of random events which have no intrinsic
value to anyone. Customers do not want to be rate computers, but to reduce
their demand charge they need to have the following scenario in mind every
winter morning: "My coffee-maker is running, and it's chilly so my furnace
fan is running. That means I shouldn't turn on the toaster and the hair dryer at
the same time at 7 am or I could get a higher demand charge. I need to wait 15
minutes to use that toaster." This kind of price signal is totally disconnected
from either causation of or avoidance of utility costs. It is also a waste of the
very limited amount of brainpower that most people want to spend on their
electric rates. So customers will eventually screw up, pay up, and give up.39

10

11
The same UCAN testimony observes that "[i]f a utility wants to reduce feeder loads and

12

13

defer construction, a time of use rate component at times when most feeders are peaking

will do a better job than a demand charge"40 and that the Ontario Energy Board

14
conducted an analysis with residential focus groups that found "[t]here is no template for

15

16
measuring maximum use that people are used to in the way they understand ToU."4'

17
3. The $0/kW demand charge provides no educational value

18

19
Q. Does the Member Education Program defined in the Proposed Settlement need a

20

$0/kW demand charge to succeed?
21

22 A. No. Trico's stated objectives for its Member Education Program further emphasize the

23 lack of clear purpose for the demand charge, as they include "(a) the nature and operation

24 of demand rates, (b) how members can utilize demand rates to reduce monthly bills, and

25

26

27

28

39 Direct Testimony of Gan°ick Jones and William P. Marcus on behalf of Utility Consumers
Action Network. California Public Utilities Commission Application 15-04-012. July 5, 2016
$UCAN Testimony) p. 43 (emphasis in original). (see Exhibit WAM-5)
0 UCAN Testimony p. 44. (see Exhibit WAM-5)

41 UCAN Testimony. p. 42. (see Exhibit wAm-5)
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1 (c) information on tools available from Trico and third parties to help members manage

2
demand..."42 Furthermore, Trico has not yet formulated a plan for how it will educate

3
members on how to utilize demand rates to reduce monthly bil1s.43 Thus, it is entirely

4

5
premature to adopt a new demand charge with the intention of providing information or

6 educational tools when there has been 1) no education plan formulated and 2) no clear

7 need or purpose for implementing a new rate element for educational purposes

8
established.

9

10

11 Q. Would a $0 charge paired with providing the customer with a line item on their bill

12 disclosing the customer's date and time of their monthly maximum demand educate

13 or otherwise effectively inform customers about how demand charges function and

14
could impact their bills?

15

A.
16

I do not believe so. A $0 bill line item would serve only to confuse customers without

17 providing them any additional information about the cause for their demand and how to

18 manage it. A well-designed education program could more effectively provide this

19
information to customers without prematurely introducing a new rate element. There is

20
no need for a new $0 rate component for Trico to education or provide information to its

21

22
customers.

23

24

25

26

27

28 42 Proposed Settlement, p. 7
43 Trico Response to EFCA DR 5. 11(e) (see Exhibit WAM-4)
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1

2

4. Mandatory demand charges are contrary to findings in other

dockets and jurisdictions

3

4 Q, Have other utilities proposed mandatory demand charges for residential customers?

5 A.

6

Yes. For example, UNSE proposed such a demand charge in its ongoing General Rate

Case.

7

8 Q. How has this proposal been received?

9
A. Not only was the proposal strenuously opposed by parties to the proceeding, the ALJ

10

11
Recommendation in that docket rejected UNSE's proposal. Instead, the ALJ

12 Recommendation 1) accepted as reasonable a transition of residential customers to TOU

13 rates and 2) accepted as reasonable the offering of multiple customer options, including

14 the TOU rates and traditional two-part or three-part rates with a demand charge

15
component.44 Notably, the ALJ Recommendation would also require UNSE to transition

16

17
customers to new rate structures by proposing "a transition plan which includes an

18 educational program and timeframe for Commission approval" with two-part volumetric

19 rates to be effective in the interim.45

20

21

Q- Does the Proposed Settlement propose transition steps such as those in the ALJ
22

23
Recommendation in the UNSE General Rate Case?

24 A. No.

25

26

27

28 44 ALJ Recommendation, p. 137, Finding of Fact 59.
45 ALJ Recommendation, p. 137, Finding of Fact 60 and 61 .
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1 Q- Has the issue of the necessary and sufficient conditions which should be met prior to

2
consideration of mandatory residential demand charges been addressed in other

3

proceedings before the Commission?
4

A.
5

Yes. The UNSE ALJ Recommendation comments at length on requirements for

6 implementing residential demand charges, stating that

7

8

9

10

11

12

[i]n order for customers to understand how demand charges work and how they
can manage their energy consumption to save money, or at least not incur a bill
increase, requires education and tools available to monitor their load. Although
the necessary meters that can measure demand are close to being ubiquitous in
UNSE's service areas, an education plan has not been formalized, nor have tools
for managing load been made available....The public distrust or antipathy to the
proposal has convinced the Company and the Commission that any transition to
three-part rates will require a massive public education effort before we can say
with any degree of certainty that mandatory residential demand rates in UNSE's
service territory are in the public interest.46

13

14
Q- Has Trico met the criteria outlined in the UNSE ALJ Recommendation?

15

A.
16

No. As I have described above, Trico has not proposed even a basic education plan for its

17 residential customers regarding demand charges. Additionally, as discussed below, Trico

18 does not have the basic metering equipment universally installed to adequately measure,

19
record, and bill demand in a way that would also allow customers to understand the cause

20
of their demand charges or how they might mitigate those charges, and would need to

21

22
invest millions of dollars even to be able to educate its residential customers.

23

24 Q~ Have regulated utilities in other states tried to propose demand charges for DG

25
customers?

26

27

28

46 ALJ Recommendation, pp. 65-66.
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1 A. Yes. Over the last few years, regulated utilities in several states other than Arizona have

2 proposed mandatory demand charges for residential DG customers.
3

4

5
Q. What were the results of these proposals?

6 A. The proposals were either rejected by the state's regulatory commission or withdrawn by

7 the utility in all but one instance." The exception is the case of Black Hills Power in

8
Wyoming, where the Wyoming Public Service Commission approved the proposal of a

9

10
compulsory demand charge for DG customers.48 However, it is worth noting that this

11 demand charge was approved as part of a settlement agreement.

12

13 In the following instances compulsory demand charges for residential customers were

14
rejected by the state regulatory Commission:

15

16
1. California - Pacific Gas & Electric, Southern California Edison, and San

17 Diego Gas & Elec : The California Commission decided that the new NEM

18 tariff should not include any additional fixed charges, including demand

19 charger, until the Commission authorizes such charges for all residential
20

cuSt()me1°$_49
21

22
2. Idaho - Idaho Power Qompany: The Idaho Commission expressed concern

23

24

25

26

27

28

47 There are also applications under consideration in Texas and Oklahoma.
48 Wyoming Public Service Commission, Case No. 13788,In The Matter Of The Application Of
Black Hills Power, Inc., For A General Rate Increase Of$2, 782,883 Per Annum In Its Retail
Eleetric ServiceRates, "Findings of Fact, Conclusions of Law, and Order," November 13, 2014
see Exhibit WAM-6)
9 California Public Utilities Commission, Docket No. R.l4-07-002,Order Instituting

Rulemaking to Develop a Successor to Existing Net Energy Metering Tarm8` Pursuant to Public
Utilities Code Section 2827.1, and to Address Other Issues Related to Net Energy Metering,
Decision 16-01-044. February 5, 2016, pp. 2, 66-67, 69-70, 72, 75, 114. (see Exhibit WAM-7)
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1 that the Company's proposal would serve as a disincentive to distributed

2
generation, and would go against the state's Energy Plan, thus rejecting the

3
proposal.50

4

5
3. Nevada: Nevada Power Company: The Nevada Commission decided that the

6 ratepayer acceptance of demand charges is important, and unknown and thus a

7 demand charge for residential and small commercial customers would not be

8
acceptable."

9

10

11
In the following jurisdictions, utilities proposed mandatory demand charges for

12 residential customers but eventually withdrew their proposals:

13 1. Arkansas - Oklahoma Gas & Electric"

14
2. Georgia - Georgia Power Company"

15

16
3. Kansas .- Wester Energy"

17 4. Montana - Montana-Dakota Utilities Company"

18

19

20

21

22

23

24

25

26

27

28

50 Idaho Public Utilities Commission, Case No. IPC-E-12-27, In the Matter ofldaho Power
Company's Applieationfor Authority to Modify its Net Metering Service and Increase the
Generation Capacity Limit, Order No. 32846, July 3, 2013, p. 12-13 (see Exhibit WAM-8)
51 Nevada Public Utilities Commission, Docket No. 15-07041 Application of Nevada Power
Company a'/b/a NV Energy for Approval of Cost of Service Study and Net Metering Tar 3',
Modified Final Order, p. 147. (see Exhibit WAM-9). A similar application by Sierra Pacific
Power was also filed in Docket No. 15-07042, and this is covered under this order.
52 Arkansas Public Service Commission, Docket No. 15-075-TF, In the Matter ofRequestfor
Approval of Changes to Net Metering Tarm'to Comply with Act 827 of20I5, Filed July 22,
2015. OG&E withdrew its residential distributed generation demand charge proposal in a revised
filing dated August 4, 2015. (see Exhibit WAM-10)
53 Georgia Public Service Commission, Docket No. 36989, Georgia Power's 2013 Rate Case,
Order Adopting Settlement Agreement, December 23, 2013, p. 15 (see Exhibit WAM-11)
=4 Kansas Corporation Commission, Docket No. 15-WSEE-115-RTS, In the Matter of the
Application of Westar Energy, Inc. and Kansas Gas and Electric Company to Make Certain
Changes in Their Charges for Electric Service,Order Approving Stipulation and Agreement.
September 24, 2015, p. 13-17 (see Exhibit WAM-12)
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5. South Dakota - Black Hills Power"1

2

3

4

Q. Aside from regulated utilities, do you have any other examples of utilities proposals

for demand charges for residential DG customers?

Yes. In February 2015, the Board of Directors for Salt River Project (SRP), an

5

6 A .

7

8

unregulated public utility dirt serves nearly 1 million electricity customers in central

Arizona, approved the implementation of demand charges for residential DG customers."

The Board approved a new three-part rate structure for these customers, with a per kW

demand charge, as well as an increased fixed charge."

Q- What was the impact of these changes on solar DG applications in the SRP

9

10

11

12

13

14

15
A .

jurisdiction?

Subsequent to the decision, the number of applications for solar DG plummeted in 2015.
16

17
The following figure shows the monthly applications from January201 1 through

18 December 2015. Aside from an unusual dip in May 2011, and an exceptional spike in

19 December 2014, the number of applications averaged at least 200 per month from 2011

20
to the end of 2014, with the numbers steadily increasing in 2014, until January 2015

21

22
when application numbers take a deep dive, and average around 34 per month for 2015.

23

24

25

26

27

28

55 Montana Public Service Commission, Docket No. D2015.6.51, In the Matter of the
Application of Montana-Dakota Utilities Co. for Authorily to Establish Increased Rates for
Electrie Service in the State of Montana, "Stipulation to Withdraw Proposed Demand Charge for
Residential Net Metering Customers," November 18, 2015, p. 2 (see Exhibit WAM-13)
<6 South Dakota Public Utilities Commission, Docket No. ELl4-026, In the Matter of the
Application of Black Hills Power, Inc. for Authority Increase its Electric Rates, Filed March 3 l ,
2014. Black Hills withdrew its residential distributed generation demand charge proposal when it
entered into a Settlement Stipulation with the South Dakota Public Utilities Commission Staff
through a joint motion filed on December 9, 2014 (see Exhibit WAM-14)

"SRP Board Approves Reduced Price Increase," February 26, 2015 (see Exhibit WAM-15)
58 SRP Website (see Exhibit WAM-16)

57

29



Year Average Monthly Applications

201 l 210

2012 297

2013 274

2014 601

2014 without December 497

2015 34

l Figure I: SRP Residential Solar Applications"
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13

14
The following table shows the average number of applications per month for the years

15
2011 -2015.

16 Table l: Average Monthly Solar DG Applications ill SRP 201 l-20l4°0

17

18

19

20

21

22

23

24

25

26

27

28

so Data obtained from: http://arizonagocssolanorg/UtiIityProgra1ns/Sal1RivcrProject.aspx, last
accessed: 7/27/2016. The data used are net of withdrawn or cancelled applications
60 Data obtained from: http://arizonagoessolar.org/UtilityPrograms/SaltRiverPr9jcct.aspx, last
accessed: 7/27/2016. The data used are net of withdrawn or cancelled applications
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1 As can be seen from the table, there is a sharp decline in the average monthly

2
applications for residential DG in 2015. Even leaving out the anomalous month of

3
December 2014, the average monthly applications declined by a whopping 93% in 2015,

4

5
compared to 2014. As can be seen, the implementation of the demand charge on

6 residential DG customers in SRP ten'itory, the only instance of its land presently, had a

7 very adverse effect on the adoption of solar DG by residential customers in the SRP

8
service temltory.

9

10

11
Q- What do you conclude from this?

12 A. While many utilities have proposed demand charges, to date these proposals have been

13 almost uniformly rejected or withdrawn. Where a demand charge was implemented, there

14
was a significant drop-off of applications for DG facilities.

15

16 5.

17

Trice's metering and billing infrastructure is inadequate to

provide useful data to customers

18

19
Q. Does Trico currently have the technical capability to effectively provide useful

20

21
information to most residential customers about how demand charges function and

22 how demand charges could impact their bills?

23 A. No. According to Trico, it has:

24

25

26

27

approximately 32,280 residential rate meters that are configured on the Landis
and Gyr PLC system. Approximately 30,930 of this configuration group brings in
a single demand read for every day, however this data is not currently transferred
to Trico's billing system as it is not currently used for billing. To bill with the
demand data for this many accounts Trico would need to contract with our billing
software consultants at National Information Solutions Cooperative (NSC) to

28
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1 complete the necessary programming changes, which we anticipate would take
several months to accomp1ish.6'

2

3
Thus, for the majority of Trice's 46,086 active meters,62 Trico's meters are capable of

4

5
taldng only a single demand reading each day. It is unrealistic to expect that giving a

6 customer at most a single daily demand value would help the customer understand how

7 they acmally consume energy throughout the day, much less from 15-minute interval to

8
15-minute interval. Considering that there are, on average, 2,918 quarter-hour intervals in

9

10
a month63, I am not convinced that Trico's proposal to provide a customer with a single

11 snapshot of their monthly maximum demand will result in any load shifting or equitable

12 change in fixed cost recovery.

13

14
Q. Please explain why most of Trico's current meters would not provide adequate

15

16
information to customers for them to respond to demand charges?

17 A. In order for customers to potentially understand demand charges and how to modify their

18 behavior to reduce those demand charges, customers would need to understand not only

19
their maximum daily demand but also their demand in many other hours of the day.

20
Without knowing the hour and magnitude of maximum demand along with demand in the

21

22
several hours before and after maximum demand occurs in each day of the month,

23 customers would be required to simply guess how they should change their energy usage,

24 and any changes may be ineffective in reducing demand charges. For example, ifa

25

26

27

28

61 Trico Response to Staff DR 2-8 (see Exhibit WAM-4)
62 Trico Response to Staff DR 2-8 (see Exhibit WAM-4)
63 2,918 intervals = 30.4 days per average month * 24 hours per day * 4 quarter-hour intervals
per hour
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1

2

customer shifts some demand from the hour in which their maximum demand occurred to

the following hour, the actual magnitude of that customer's maximum demand for billing

3
purposes may not change if the original demand in those two hours was similar.

4

Knowledge of their actual load profile would still not guarantee that customers would

understand and modify their behavior such that they could reduce their monthly demand

5

6

7

8

and related billing totals, but it would at least give them a better opportunity to

understand how to do so .
9

10

11

12

Q- Are there other delays associated with movement toward implementing a demand

charge for residential customers?

13 Yes. Trico admits that it would require several months of work to upgrade its billing

14
infrastructure to process and bill with this data.64

15

16

17 Q. Why did Trico seek to implement a demand charge with a 15-minute interval as

18 opposed to a longer time interval?

19
A. Trico states that its standard metering and billing is based on a 15-minute interval for all

20

21
of its over 40,000 accounts.65 Trico asserts that it would take re-programing or replacing

22
of metering and billing interface software as well as changing of all the existing demand

23 rate tariffs to make a change to this standard.66

24

25

26

27

64 Trico Response to Staff DR 2-8 (see Exhibit WAM-4)
28

66 Trico Response to EFCA DR 5-1(e) (see Exhibit wAM-4)
65 Trico Response to EFCA DR 5-1(e) (see Exhibit WAM-4)
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1 Q. How much would it cost for Trico to measure, record, and provide billing demand

2
for all customers in 15-minute intervals?

3
A .

4
According to Trico, "[t]o upgrade Trico's current PLC system to a system capable of

5
providing 15-minute interval data would cost in excess of $10 million, which does not

6 include the write-off Trico would need to take for retirement of the current system

7 approximately 10 years early."67

8

9

Q. Please summarize the infrastructure upgrades Trico would need to make to fully
10

11 implement demand charges for its residential customers.

12 A. Trico would need to (1) replace over 30,000 meters to show most or all residential

13 customers their demand profile over the course of each day in an effort to teach them how

14
to adapt their usage of electricity, (2) implement major billing infrastructure upgrades

15

16
simply to bill customers based on a single maximum demand data point each day, and (3)

17 upgrade its billing system to provide 15-minute interval data at a cost of $10 million in

18 addition to a write-down for retirement of its current system."

19

20
Q- Would the upgrades required for Trico to fully implement demand charges allow

21

22
for it to study and/or implement demand billing intervals other than 15 minutes?

23 A. Not immediately. Trico would need to make significant metering and billing upgrades to

24 change the time interval over which it bills for demand charges. As discussed above,

25
Trice would require major upgrades simply to fully implement residential demand

26

27

28 67 Trico Response to Staff DR 2.11 (see Exhibit WAM-4)
68 Trico Responses to Staff DR 2.8 and DR 2.11 (see Exhibit WAM-4)
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1 charges on a 15-minute interval basis. Trico would need to make additional changes to its

2
metering and billing infrastructure to implement alternative demand billing intewals.69

3

4 6.

5

Conclusion: Trico is not ready to implement a demand charge

and should pilot such a change before adoption

6

7 Q- Do you believe that Trico's rationale supporting this demand charge based on 15-

8 minute demands is reasonable?

9
A.

10
No. Trico's rationale demonstrates that it is not in a strong position to implement

11
residential demand charges nor to educate its customers about them. Trico's rationale is

12 also somewhat misleading, due to the fact that Trico has also stated that it would take

13 significant changes to billing infrastructure simply to bill customers for demand. Also, as

14
discussed above, demand charges present residential customers with significant

15

challenges in terms of understanding their function and how to respond. Given that there
16

17
are roughly 3,000 15-minute intervals each month, and demand charges would be billed

18 based on customer demand in just one of these intervals, Trico would be asldng

19 customers to monitor and adjust their behavior based on each of these 3,000 intervals.

20
While responding to any demand charge may be difficult for residential customers,

21

22
applying a 15-minute billing interval would be particularly burdensome.

23

24 Q. What do you recommend?

25 A. The Commission should reject time Proposed Settlement's $0/kW demand charge. The

26
proposed demand charge is confusing and provides no educational value, especially since

27

28

69 Trico Response to EFCA DR 5.l(e) (see Exhibit WAM-4)
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customers would be almost completely in the dark regarding the basis for the demand

charge. Before implementing a demand charge, Trico should develop a demand billing

pilot program designed to provide a random selection of residential customers with

appropriate metering equipment and educate them on demand charges and managing

their electricity demand. This is the only action that the Commission should allow Trico

to take with regard to residential demand charges at this time. The results of this pilot

could be used by Trico to demonstrate customer understanding and acceptance of demand

1

2

3

4

5

6

7

8

9

10
charges. The Commission should direct Trico to demonstrate customer understanding and

acceptance of demand charges in its next General Rate Case. If Trico cannot make that

demonstration, it should not pursue a new demand charge. On the other hand, if the

results of the pilot program are promising and Trico can clearly demonstrate that is

customers understand and accept demand charges, the Commission should consider

having Trico develop and pursue a broad-based educational program and to bring forward

a metering and billing infrastructure upgrade plan in its next General Rate Case.

C. The Proposed Settlement Would Freeze Trice's Residential TOU

Rate Option Prematurely and Without Support

Q- How would the Proposed Settlement modify Trico's existing residential TOU rate

option?

11

12

13

14

15

16

17

18

19

20

21

22

23

24 A.

25

26

27

28
70 Proposed Settlement, p. 5.

The Proposed Settlement would freeze Trico's residential TOU rate option, not allowing

any new customers to opt onto this tarif£70
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1 Q.

2

Did Trico discuss its rationale for freezing the residential TOU rate option in its

application?

3 A . No, Trico did not propose freezing this rate option in its application.

4

5 Q. Does Staff contend that freezing the residential TOU rate option is reasonable?

6 A.

7

8

9

10

11

Staff' s opening testimony in this docket did express support for freezing Trico's

residential TOU rate option. Additionally, Staff recently filed a brief in the General Rate

Case for another electric cooperative, Sulphur Springs Valley Electric Cooperative

(SSVEC), that explicitly opposed freezing SSVEC's residential TOU rate option and

rejected the exact rationale used by Trico as described above. In that brief; Staff stated

that

12

13

14

15

16

17

18

Staff does not believe that it is appropriate to freeze the existing TOU rate
schedules. According to the Company, its customers' lack of interest in TOU
rates relates to the fact that the Company's power supply from Arizona
Electric Power Cooperative ("AEPCO") is not time-differentiated. However,
Staff believes that AEPCO's rates could be structured differently in the future,
and if so, the attractiveness of the Company's TOU rates may increase. Staff
further believes that both the existing and the proposed TOU rates are not
harmful to the Company's operations, and Staff recommends that the
Company continue to offer TOU rates for its residential, commercial, and
large power customers."

19

20

21

It is unclear to me why Staff has agreed, without explanation, in this proceeding to sign

onto a settlement that takes the exact opposite position from that which Staff took just a

few weeks earlier.
22

23

24
Q. Has Trico or Staff provided any studies or analysis in support of freezing Tric0's

residential TOU rate schedule?
25

26 A.

27

No.

28 71 Docket No. E-01575A-15-0312. Staffs Closing Brief. July 14, 2016. p. ll. (see Exhibit
WAM-3)
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1 Q-

2

Why does Trico contend that freezing the residential TOU rate option is

reasonable?

3 A.

4

5

6

7

According to Trico, it "is a distribution only cooperative and purchases its power and

transmission at wholesale. Trico's wholesale power providers price the power through a

fixed monthly charge and a monthly energy rate that does not change by time of day.

This results in Trico's RSZTOU Members reducing their usage without a corresponding

benefit to the system or utility costs."72

8

9 Q~ Do you agree with Trico's rationale?

10 A.

11

12

13

14

15

16

17

18

19

No. While Trico's wholesale generation costs may not vary over the course of the day, its

infrastructure costs, including generation capacity, transmission capacity, and disMbution

capacity are ultimately time-dependent. The capacity of any utility's infrastructure is

necessarily tied to times when the need for that capacity is greatest. In other words,

infrastructure costs are driven by customer behavior during certain times of the day.

Properly designed, TOU energy rates have better customer acceptance than demand

charges and may provide a more effective price signal to customers regarding these costs

compared to demand or fixed rates due to better alignment with utility costs.73 In

addition, freezing and/or eliminating these TOU rates would unnecessarily cut off the

ability of residential customers to control their bills by adjusting their consumption.

20

21 Q- Why can TOU energy rates provide a superior price signal to demand or fixed

22

23 A.

24

25

charges?

The cost for infrastructure such as generation, transmission, and distribution capacity is

ultimately tied to the time of day during which the overall demand for this capacity is

greatest, not to the demand of individual customers. Signaling to customers to reduce

26

27

28
72 Trico Response to EFCA DR 5-6(a) (see Exhibit WAM-4)
73 Docket No. E-00000J-14-002. Direct Testimony of B. Thomas Beach. February 25, 2016. pp.
27 (FN 24) and 28 (see Exhibit WAM-17).
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1

2

3

usage during certain periods of the day may, in fact, be more effective in reducing the

need for infrastructure capacity than signaling to customers to reduce usage through

demand charges because TOU rates are more easily understood.

4

5 Q. Do you have other concerns regarding the freezing of Trico's residential TOU

6

7 A.

8

9

10

11

12

13

14

15

16

17

18

tariff?

Yes. I am concerned with taldng an approach of eliminating a rate option prior to

determining that it is not the best, or even an effective, way to induce price

responsiveness from residential customers. This approach also appears to be contrary to

the ALJ Recommendation in the UNSE General Rate Case. The ALJ Recommendation

stated that it is reasonable to transition customers to TOU rates, while maintaining

optional rates with different structures, including a demand charge, on an optional basis.74

It also envisioned the Commission maintaining a two-part volumetric rate structure until

the Commission approves default TOU rates and other rate options.75 Thus, the ALJ

Recommendation provided a clear preference for multiple rate options, a smooth, gradual

transition to new rate structures while maintaining existing options, and a TOU rate

structure. It would seem entirely premature, then, to eliminate Trico's TOU rate option

without strong rationale and support.

19

20 Q-

21

Did the ALJ Recommendation in the UNSE General Rate Case discuss the rationale

in favor of maintaining residential rates consisting only of fixed and energy charges?

22 A.

23

Yes. The AL] Recommendation referenced James Bonbright's Principles of lblic

Utility Rates as follows:

24

25

26

The administration of any [emphasis in original] standard or system of rate
making has consequences, some of which are costly or otherwise harmful, and
these consequences may warrant the rejection of one system in favor of some

27

28 74 ALJ Recommendation, p. 137, Finding of Fact 59.
75 ALJ Recommendation, p. 137, Finding of Fact 61.
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1

2

3

4

other system admittedly less efficient in the performance of its recognized
economic functions. Thus an elaborate structure of rates designed to make
scientific allowance for the relative cost of different kinds of service may possibly
be rejected in favor of a simpler structure more readily understood by consumers
and less expensive to administer. And thus a system of rate regulation that would
come closest to asserting a company of its continued ability to earn a capital-
attracting rate of return may be rejected in favor of an alternative system that runs
less danger of removing incentives to managerial efficiency. The an of rate
malting is an art of wise compromise."

5

6

7

8
The ALJ Recommendation would, based on this thinldng, adopt several alternate rate

designs, including a TOU rate option, rather than turning to a mandatory three-part rate.
9

10
Q- What do you recommend?

11
A.

12
I recommend that the Commission reject the Proposed Settlement related to the

premature freezing of the residential TOU tariff. In addition, the Commission should

consider directing Trico to conduct a pilot study of residential TOU adoption and

marketing effectiveness.

1 3

1 4

1 5

IV. Trico's Proposed Buyback Rate for Excess Energy

Produced by Distributed Solar Generation Customers is

Inadequate

Q- What does this section of your testimony address?

16

17

18

19

20

21

22

23

24

25

26

27

28

A. I discuss the Proposed Settlement's flawed proposal regarding compensation for excess

energy deliveries by solar DG customers. The Proposed Settlement's buyback rate would

not compensate solar DG customers for costs that they avoid on the Trico system and it

would force new solar DG customers to accept significant pricing uncertainty and risk.

76 ALJ Recommendation, p. 64.
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1

2

3

A. The Proposed Settlement would arbitrarily set the buyback rate

for excess generation from new solar DG customers and would not

compensate solar DG customers for costs that they avoid
4

5

6

Q. Under the Proposed Settlement, at what rate would customers be credited for solar

DG generation delivered onto the Trico distribution grid?

7 A.

8

According to the Proposed Settlement, "[t]he export rate, for energy generated from a

new DG member's system and delivered back to Trico ("excess energy"), will be set at

$0.0770/kWh. All excess energy from a new DG member will be credited to the member

for the billing period at the export rate."77

9

10

11

12

13 A.
14

Q. How did the Proposed Settlement arrive at the export rate of $0.0770/kWh?

15

16

17

18

19

20

21

According to Trico, the export rate "represents about a half way point between the

current Trico avoided cost rate and Trico's current retail residential rate.... [t]his number

was derived through settlement discussions and not through pricing analysis."78 Trico

also reiterates its belief that "[t]he actual cost of wholesale power that Trico avoids by

purchasing DG energy export is the Trico avoided cost as discussed in Trico' original rate

application."79 Thus, Trico's position as to its avoided cost as well as the Proposed

Settlement's export rate completely ignore concepts discussed in the Commission's

Value of Solar proceeding other than brown wholesale energy. The Proposed

Settlement's export rate is also arbitrary and unsupported in the record.

22

23 Q-

24

Please discuss the other costs that should be considered in setting Trico's export

rate.

25

26

27

28
77 Proposed Settlement, p. 6.
78 Trico Response to EFCA DR 5_9(a) (see Exhibit wAM-4)
79 Trico Response to EFCA DR 5-9(a) (see Exhibit WAM-4)
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1 A.

2

3

4

5

6

7

8

9

10

11

12

I discussed these costs extensively in my direct testimony.80 In particular, Trico has

provided no evidence that there is zero value with regard to solar DG avoiding

transmission and distribution infrastructure costs, and in fact made no attempt to study

these issues. Additionally, evidence suggests that there is at a minimum some avoided

substation and transmission cost value, my direct testimony discusses the fact that there is

no backflow from residential customer distribution circuits onto the transmission system,

which indicates that any excess DG output is consumed on the circuit on which it is

produced. In light of this discussion, it is entirely premature and inappropriate to adopt a

settled export rate that ignores this value. The appropriate methodology for evaluating

these and other considerations in determining the value of solar DG is currently under

discussion in the Commission's Value of Solar proceeding, as the Proposed Settlement

acknowledges.81

13

14 Q. What do you recommend?

15 A . I recommend that the Commission reject the Proposed Settlement's export rate.

16

17
. The Proposed Settlement's  provision for updating Trico's  solar DG

buyback rate  within 18  months  would create  uncertainty  and inequity
18

19

20
Q. How would the Proposed Settlement incorporate the outcome of the Commission's

Value of Solar proceeding?
21

22 A.

23

24

The Proposed Settlement would agree to hold the current docket open for up to 18

months, during which period Trico or Staff can request that the Commission update the

export rate that would be set by the Proposed Settlement, and that any new proposed

export rate would be subject to an expedited hearing if requested."
25

26

27

28
80 Monsen Direct Testimony, pp. 23-28 and29-31.
81 Proposed Settlement, pp. 6-7.
82 Proposed Settlement, pp. 6-7.
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1 Q. What concerns do you have with this approach?

2 A.

3

4

5

6

7

8

9

10

11

12

Aside from prematurely adopting an arbitrary and inappropriate export rate, the proposed

approach would create significant uncertainty for customers for up to an additional 18

months beyond when the Commission issues a decision in the instant proceeding.

Customers will have no idea what export rate Trico will ultimately offer them, and in the

meantime will face a dramatically reduced economic value of installing solar DG.

Furthermore, the Proposed Settlement inexplicably limits the ability to request an update

of Trico's export rate to Trico or Staff but neither party is obligated to request an update

if the outcome of the Value of Solar proceeding is favorable or potentially favorable to

DG customers. Moreover, the Proposed Settlement would not provide an avenue for other

interveners to request such an update. The Proposed Settlement's approach is, therefore,

unfair to customers and other parties.

13

14 Q.

15

Are there any other considerations regarding how the Value of Solar proceeding

should be incorporated into a decision in pending rate cases?

16 A.

17

18

19

20

21

22

23

24

25

Yes. The ALJ Recommendation in the UNSE General Rate Case stated that "[a]

consistent application of the eventual findings and conclusions of the Value of DG docket

promotes good public policy and is in the public interest"83 and that "[i]t is reasonable to

hold the net metering and rate design portion of this docket for the Residential and SGS

Classes open for a second phase of this proceeding to commence shortly following the

conclusion of the Value of DG docket in order that the findings in that docket can be

applied to UNSE's net metering tariffs..."84 Furthermore, the ALJ Recommendation

would find it reasonable to consider UNSE's proposed NEM riders and rates, along with

other parties' recommendations, in phase two of that proceeding.85 Thus, the ALJ

Recommendation has clearly expressed that any major changes to DG customer rates and

26

27

28
83 ALJ Recommendation, p. 137, Finding of Fact 63.
84 ALJ Recommendation, p. 137, Finding of Fact 64.
85 ALJ Recommendation, p. 137, Finding of Fact 74.
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1

2

NEM policy be made after the Value of Solar proceeding has been concluded without

adopting significant changes in the interim.

3

4

5

6

7

8

9

Additionally, this approach is consistent with Staffs argument in its closing brief in the

SSVEC General Rate Case. In its closing brief, Staff argued that it "is unable, without

further policy direction from the Commission, to support changes to NEM in this case"86

and stated that "Staff determined that, based in part on the status of the VOS [Value of

Solar] docket, it does not want to formulate a policy direction in this case before the

conclusion of the VOS case."87

10

11 Q- Do you agree with the approach described in the ALJ's Recommendation issued in

12

13 A.

14

15

16

the UNSE General Rate Case?

Yes. It makes far more sense to eliminate the many problems associated with adopting a

temporary export rate, to allow the ongoing proceeding addressing the value of solar DG

to conclude, and then to have a full consideration of parties' recommendations at that

time than to adopt the Proposed Settlement's approach.

17

18 Q- What is your recommendation?

19 A.

20

The Commission should reject the Proposed Settlement's approach to incorporating the

results of the Value of Solar proceeding, and instead rule that:

21

22 1. All NEM and DG customer rate design issues shall be considered in a second
phase of this proceeding;

23

24 2. No changes to NEM or DG customer rates shall be adopted until a final

decision has been issued in Phase 2 of this proceeding,
25

26

27

3. All customers requesting an interconnection agreement between now and the
issuance of a final decision in Phase 2 of this proceeding will be grandfathered

28 86 Docket No. E-01575A-15-0312. Staff's Closing Brief. July 14, 2016. p. 7.
87 Docket No. E-01575A-15-0312. Staff's Closing Brief. July 14, 2016. p. 6.
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1 onto current NEM and DG rates, including their current residential rate design
under Schedule RS-1 , and

2

3 4. Phase 2 of this proceeding will explicitly incorporate the results of the Value of
Solar proceeding.

4

5

6

v.
Q.

7

Other issues

Would the Proposed Settlement require Trico to study its demand billing practices

along with its $0/kW residential demand charge?

8 A.

9

10

11

Yes. Section 12.3 of the Proposed Settlement would require Trico to, in its next General

Rate Case, "present a study of the impact of billing demand on a 15-minute interval

versus a 60-minute interval" and "discuss customer usage and demand profile to the

extent available."88

12

13 Q-

14

Do you have any concerns regarding the Proposed Settlement's requirement that

Trico present these study results in its next General Rate Case?

15 A.
16

17

18

19

20

21

22

Yes, Shave two concerns. First, as discussed earlier in my testimony, Trico has requested

that the Commission adopt a 15-minute interval as the basis for billing residential

customers under the proposed demand charge. It would seem prematLlre to adopt this

approach to billing without first studying it, given that Trico contends that adopting a

demand charge in the Proposed Settlement would help customers to understand demand

charges. In fact, studying, or even changing, the demand charge billing window after

implementing a 15-minute billing interval would possibly undermine customers' ability

to fully understand demand charges .

23

24

25

26

Second, as discussed earlier in my testimony, Trico's metering and billing infrastructure

does not appear to be capable of facilitating a meaningiill study of customer demand

profiles, rendering the study required by the Proposed Settlement all but useless.

27

28

88 Proposed Settlement, p. 8.
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1 Q. Does the Proposed Settlement's required study regarding demand billing and usage

2

3 A.

4

5

6

7

8

profiles raise any other concerns?

Yes. The fact that the study would only require Trico to "discuss customer usage and

demand profile to the extent available"89 indicates that Trico is not yet adequately

prepared to implement a residential demand charge and educate its residential customers

on its structure and potential bill impacts. If Trico is unable to fully discuss customer

usage and demand profiles, it will be nearly impossible for Trico to set proper price

signals via a demand charge and to communicate clearly with residential customers.

9

10 Q. What is your recommendation regarding section 12.3 of the Proposed Settlement?

11

12

13

14

15

16

17

The Commission should reject this portion of the Proposed Settlement and require Trico

to complete a meaningful study of demand billing intervals and customer demand profiles

prior to implementing a demand charge for residential customers, whether for $0/kW (or

any amount). The Commission should also require Trico to be able to fully discuss

customer usage and demand profiles prior to imposing a demand charge of any amount

on residential customers, and to submit such a discussion in its next General Rate Case if

Trico wishes to propose a residential demand charge.

18

19 Q. Do you have any other concerns with the Proposed Settlement?

20 A.

21

22

23

24

25

26

Yes. Under Section 13.3 of the Proposed Settlement, Trico's DG interconnection

agreements would incorporate a "return trip fee for a return trip to inspect installations of

DG interconnections where the return trip is due to a customer or installer issue."90 This

appears to create an inequitable situation where the burden would always be on the

customer or DG installer to prove that the return trip was not the fault of a customer or

installer. It is also unclear to whom the customer and/or installer would appeal the

imposition of return trip fees. If Trico is collecting the fee based on whether or not it

27

28 89 Proposed Settlement, p. 8.
90 Proposed Settlement, p.8.
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1

2

caused the return trip and is also adjudicating whether the fee was correctly imposed on

the customer and/or installer, that would clearly create a conflict of interest that would be

unfair and damaging to the customer.

Q. What do you recommend regarding the Proposed Settlement's return trip fee?

The Commission should reject the return trip fee in the Proposed Settlement in this

docket. It would be reasonable for the Commission to allow Trico to propose it in its next

General Rate Case subj et to the requirement that Trico clearly describe how

responsibility for return trips to customers with a DG system installed would be

determined and how disputes would be adjudicated.

VI. Conclusions

3

4

5

6 A.
7

8

9

10

11

12

13

14

15 A.
Q. Does this complete your testimony?

Yes.

16

17

18

19

20

21

22

23

24

25

26

27

28
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WSEE-115-RTS, In the Matter of the Application of Westar Energy,

Inc. and Kansas Gas and Electric Company to Make Certain

Changes in Their Charges for Electric Service, Order Approving

Stipulation and Agreement

Exhibit WAM-13: Excerpt from Montana Public Service Commission, Docket No.

D2015.6.51, In the Matter of the Application of Montana-Dakota

Utilities Co. for Authority to Establish Increased Rates for Electric

Service in the State of Montana, "Stipulation to Withdraw

Proposed Demand Charge for Residential Net Metering Customers

Exhibit WAM-14: Excerpt from South Dakota Public Utilities Commission, Docket

No. EL14-026, In the Matter of the Application of Black Hills Power,

Inc. for Authority Increase its Electric Rates

Exhibit WAM-15: SRP Board Approves Reduced Price Increase

Exhibit WAM-16: Excerpt from SRP's website accessed July 27, 2016

Exhibit WAM-17: Excerpt from Docket No. E-000001-14-002. Direct Testimony of

B. Thomas Beach
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ELECTRIC RATES

TRICO ELECTRIC COOPERATWE, INC.
8600 W. Tangerine Road
Marina, Arizona 85653
Filed By: Vincent Nitido
Title: General Manager/CEO

Effective Date: September 1, 2015
STANDARD OFFER TARIFF

NET METERING TARIFF
SCHEDULE NM

Availability

Net Metering service is available to all customers of Trico Electric Cooperative, Inc. (Cooperative)
with a qualifying Net Metering Facility. Participation under this schedule is subject to availability of
enhanced metering and billing system upgrades. The electric energy generated by or on behalf of the
customer from a qualifying Net Metering Facility and delivered to the Cooperative's distribution facilities
may be used to offset electric energy provided by the Cooperative during the applicable billing period.

c.
d.

Net Metering Facility means a facility for the production of electricity that:
a. Is operated by or on behalf of the customer and is located on the customer's premises,
b. Is intended primarily to provide part or all of the customer's requirements for

electricity,
Uses Renewable Resources, a Fuel Cell or CHP (as defined below);
Has a generating capacity less than or equal to 125% of the customer's total comiected
load, or in the absence of customer load data, capacity less than or equal to the
customer's electric service drop capacity, and
Is interconnected with and can operate in parallel and in phase with the Cooperative's
existing distribution system.

e.

Service under this tariff is available provided the rated capacity of the customer's Net Metering
Facility does not exceed the Cooperative's service capacity. The customer shall comply with all of the
Cooperative's interconnection standards. The customer is also required to sign and complete a net metering
application prior to being provided Net Metering Service.

Net Metering Facilities with generation capacity that exceeds 1,000 kilowatts, which are
interconnected presently, or desire to become interconnected, may, at Arizona Electric Power Cooperative's
option, be subject to the negotiated terns and conditions set forth in multilateral contracts among the
customer, Arizona Electric Power Cooperative, Southwest Transmission Cooperative and the Cooperative.

Metering

Metering installed for the service provided under this tariff shall be capable of registering and
accumulating the kilowatt-hours (kph) of electricity flowing in both directions in a billing period.



Administrative Charge
Monthly Rate

Monthly Data Cost $3.38

NET METERING TARIFF
SCHEDULE N_M

M_onthlv l}_illing

If the kph energy supplied by the Cooperative exceeds the kph energy that are generated by the
customer's Net Metering Facility and delivered back to the Cooperative during the billing period, the
customer shall be billed for the net kph energy supplied by the Cooperative in accordance with the rates
and charges under the customer's Standard Rate Schedule.

If the kph energy generated by the customer's Net Metering Facility and delivered back to the
Cooperative exceeds the kph energy supplied by the Cooperative in the billing period, the customer shall
be credited during subsequent billing periods for the excess kph energy generated. The Cooperative shall
apply the credit by using the excess kph energy generated during the billing period to reduce the kph
energy supplied (not kW or kA demand or customer charges) and billed by the Cooperative during the
subsequent billing periods.

Customers taking service under time-of-use rates who are to receive credit in a subsequent billing
period for excess kph energy generated shall receive such credit during the following billing periods during
the on- or off- peak periods corresponding to the on- or off- peak periods in which the kph energy were
generated by the customer.

Each Calendar Year, for the customer bills produced in October (September usage) or in the last
billing period that the customer discontinues service under this tariff, the Cooperative shall issue a check
or billing credit to customers with Net Metering Facilities for the balance of any credit due in excess of
amounts owed by the customer to the Cooperative for Non-Firm Power. The payment for any remaining
credits shall be at the Cooperative's Annual Average Avoided Cost. The Cooperative's Annual Average
Avoided Cost shall be set at $0.03662 per kph. Any payment for Firm Power will be pursuant to a separate
contract.

Administrative Charge

In order to determine accurate billing and usage, net metering customers will need to have interval
meter data available (minimum data collection of every half hour). This infonnation is needed to ensure
accurate billing and to calculate the net kph energy billed or credited to the customer's account. The
following table shows the incremental costs for the increased data collection applicable to all rate classes.

l l



NET METERING TARIFF
__ SCHEDULE n1v1_

Definitions

Annu Avera_g§ Avoided_Cost:Defined as the average annual wholesale fuel and energy costs per
kph energy purchased from the Cooperative's wholesale power supplier during the calendar year.
The Cooperative's Annual Average Avoided Cost shall be set at $0.03662 per kph.

2. Calendar Year: The Calendar Year is defined as October 1 through September 30, for the purpose
of determining the billing credit for the balance of any credit due in excess of amounts owed by the
customer to the Cooperative.

3. Renewnle Resource: Means natural resources that can be replenished by natural processes,
including biomass, biogas, geothermal, hydroelectric, solar or wind.

Combined Heat and Power or CHP: Means a system that generates electricity and useful thermal
energy in a single, integrated system such that the useful power output of the facility plus one-half
the useful thermal energy output during any 12-month period must be no less than 42.5 percent of
the total energy input of fuel to the facility (also known as cogeneration).

5. Fuel Cell: Means a device that converts the chemical energy of a fuel directly into electricity
without intermediate combustion or thermal cycles. The source of the chemical reaction must be
from Renewable Resources.

Non-Firm Power: Electric power which is supplied by the customer's generator at the customer's
option, where no firm guarantee is provided, and the power can be interrupted by the customer at
any time.

7. Firm Power:Electric power available from the customer's facilities, upon demand, at all times with
an expected or demonstrated reliability that is covered by a separate multiparty purchase agreement
among the customer, the Cooperative, Arizona Electric Power Cooperative and Southwest
Transmission Cooperative.

Time Periods: Mountain Standard Time shall be used in the application of this rate schedule. On-
peak and off-peak time periods will be determined by the applicable Standard Rate Schedule.

9. Standard Rate_S9hedu1e;Any of the Cooperative's retail rate schedules with metered kph charges.

8.

6.

4.

1.

u l



Exhibit WAM-2: Excerpt from Bonbright's "Principles of Public

Utility Rates"
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Principles of
Public Utility Rates
Second Edition

by
1A1vIEs c. BONBRIGHT
ALBERT -L. DANIELSEN
DAVID R. KAMERSCHEN

with assistance of
C O H N  B .  L E G L E R

Public Utilities Reports, Inc.
Arlington, Virginia
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"VW Excerpts from the following publications have been reprinted by
permission of the publishers: Current Issues in Public Utility Eco-
nomics, edited by Albert L. Danielsen and David R. Kamerschen
(Lexington, Mass.: Lexington Books, D.C. Heath and Company,
Copyright 1983, D.C. Heath and Company); Telecommunications
Policy for the 1980s - The Transition to Competition, edited by Walter
G. Bolter et al. (Englewood Cliffs, NJ.: Copyright 1984, Executive
Reports Corporation); Public Policies Toward Business, 7th ed., by
William G. Shepherd (Homewood, Illinois Copyright 1985, Richard
D. Irwin, Inc.); and, Telecommunications in the Post-Divestiture Era,
edited by Albert L. Danielsen and David R. Kamerschen (Lex-
ington, Mass.: Lexington Books, D.C. Heath and Company,
Copyright 1986, D.C. Heath and Company).

© Public Utilities Reports, Inc., 1988

All rights reservely. Nopart of this publication may be reproduced,
stored in a retrieval system, or transmitted, in any form or by any
means, electronic, mechanical, photocopying, recording, or other-
wise, without the prior written permission of the publisher.

This publication is designed to provide accurate and authoritative
information in regard. to the subject matter covered. It is sold with
We understanding that the publisher is not engaged in rendering
legal, accounting, or other professional service. If legal advice or
other expert assistance is required, the services of a competent
professional person should be sought. (Prom a Declaration of
Principles jointly adopted by a Committee of the American Bar Association
and a Committee of Publishers.)

First Printing, 1961
Second Edition, March 1988

Library of Congress Catalog CaL rd No. 88-60167
ISBN 0-910325-23-5
Printed in the United States of America ' I
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Criteria of a Sound Rate Structure

and acceptability. However, the sequence 'up which the ten attributes
are presented is not meant to suggest any order of importance
Moreover, there is, perforce, some inconsistency and redundancy i n
any such l isting. We are simply trying to identify the desirable
characteristics of utility performance that regulators should seek to
compel through edict

Revenue-related Attributes

1. Effectiveness in yielding total revenue requirements under the
fair-return standard without any socially undesirable emcpansion
of the rate base or socially undesirable level of product quality
and safety

2. Revenue stabil i ty and predictabil i ty, with a minimum of
unexpected changes seriously adverse to utility companies

3. stability and predictability of the rates themselves, with a
minimum of unexpected changes seriously adverse to rate
payers and with a sense of historical continuity. (Compare
'The best tax is an old tax.")

Cost-relatad Attributes

4. Static efficiaicy of the rate classes and rate blocks in dis
coursing wasteful use of service while promoting all justified
types and amounts of use

(a) in the control of the total amounts of service supplied by
the company

(b) in the control of the relative uses of alternative types of
service by ratepayers (on-peak versus off-peak service or
higher quality versus lower quality service)

5. Reflection of all of the present and future private and social
costs and benefits occasioned by a service's Provision (i.e., all
internalities and externalities)

6. Fairness of the specific rates in the apportionment of total
costs of service among the different ratepayers so as to avoid
arbitrariness and capriciousness and to attain equity in three

ill



Exhibit WAM-3: In The Matter Of The Application Of Sulphur

Springs Valley Electric Cooperative, Inc., For A Hearing To

Determine The Fair Value Of Its Property For Rate raking

Purposes, To Fix A Just And Reasonable Return Thereon, To

Approve Rates Designed To Develop Such Return And For

Related Approvals. Staff's Closing Brief Docket No. E-01575A-

15-0312. July 14, 2016
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6
IN THE MATTER OF THE APPLICAITON OF
SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC., FOR A HEARING TO
DETERMINE THE FAIR VALUE OF ITS
PROPERTY FOR RATEMAKING PURPOSES,
TO FIX A JUST AND REASONABLE RETURN
THEREON, TO APPROVE RATES DESIGNED
TO DEVELOP SUCH RETURN AND FOR
RELATED APPROVALS.

STAFF'S CLDSING BRIEF

12

INTRODUCTION.13 1.

14 Sulphur Springs Valley Electric Cooperative, Inc. ("Sulphur Springs" or the "Company") is a

15 certif icated Arizona-based non-prof it rural electric distribution cooperative. Sudphur Springs

16 provides electric service to more than 58,000 customers in Cochise County, and portions of Santa

17 Cruz, Pima, and Graham Counties, Arizona.' The Company's current rates were approved on March

18 19, 2014 in Decision No. 74381.2 That rate case was processed oder A.A.C. R14-2-107, the

19 Commission's rule governing streamlined rate cases for cooperatives.

20 Sulphur Springs filed its application requesting a permanent rate increase, under A.A.C. R14-

21 2-103, using a December 31, 2014 test yew The Company filed under this rule because of the

22 changes it is seeking to rate design and adjustors that would not be permitted pursuant to the

23 streamlined rate case rule. The Company proposed a $3,lOl, 498, or 3.17 percent revenue increase,

24 from $97,703,142 to $100,804,640. The proposed revenue requirement would produce an operating

25 margin after interest expense on long-tem debt of $7,234,777, for a 6.41 percent rate of return on an

26

27

28

O

1 Ex. A-1, at pp. 1-2.
n d  a t  2 .
3 ld at  2.
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II. REVENUE REQUIREMENT.

1 original cost rate base of $208,373,755, and an operating Times Interest Earned Ratio ("TIER") of

2 2.20.4

3

4 Sta1T initially recommended the same total annual revenue as the Company, $l000804,640.5

5 However, as discussed below, Staff revised its initial recommendation on rate case expense, thereby

6 ultimately recommending a revenue requirement of $100,874,563 (Ex. S-3, Sch. CSB-1, 1. 10).6 This

7 revenue requirement will produce an operating margin of $7,234,777.7

8 RATE BASE.

9 The Company's filing treated original cost rate base the same as fair value rate base. Staff

10 supports this proposals Staff made no adjustments to rate base, and is recommending total rate base

111.

11 0f$208,373,755.9

Iv. BASE COST OF POWER.12

13 The Company proposed to change its base cost of power rate from $0.072127 per kph to

14 $0.065857.10 Staff concluded that the base cost of $0.065857 is reasonable and more closely aligns

15 with the Company's current cost of power, and Staff recommends the adoption of this base cost of

16 power." In addition, the Company agrees with Staffs recommendation.'2

17

18 The Company calculated a debt service coverage ratio of 1.94, whereas Staff calculated a

19 DSC of 1.85. Staffs calculation is different, as it excludes non-operating revenue from interest and

20 capital credits. Non-operating revenue tends to vary from year to year, and Staffs calculation

21 measures the Company's ability to make principal and interest payments based solely on the

22 Company's core operating results. Because operating results are generally more consistent than non-

23 operating results, Staff submits that its calculation of DSC provides a more reliable indication of the

24

25

26

27

28

v. DEBT SERVICE COVERAGE RATIO.

4 Ex. S-lat 4-6.
5 Ex. S-1 at 4.
6 Tr. at 93.
7 Ex. S-3,Sch. CSB-4.
s Ex. S-1 at 5
9 Ex. S-l, Sch. CSB-2.
10 Ex. S-1 at 7.
11 Ex. S-5 at 2.

12 Ex. A-6 at 3.
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VI. ADJUSTOR MECHANISMS.

l Company's ability to service its debt. Staff therefore recommends that it's DSC of 1.85 be adopted."

2 Moreover, the Company did not dispute Staffs recommendation.

3

4 The Company's adjustor mechanisms include the Power Cost Adjustor, the Renewable

5 Energy Standard Tariff Surcharge Adjustor ("REST Adjustor"), and the Demand-side Management

6 .Surcharge Adjustor ("DSM Adjustor").'4 Staff is not recommending any changes to any of the

7 adjustors, except that:

8  (a ) . The DSM adjustor rate has been set at $0.00027 per kph since June 27, 2013. Staff believes

9 that it would be beneficial for the Company to f ile a new implementation plan in accordance with

10 A.A.C. R14-2-2418(B), no later than June 1, 2017.15 Staff also believes that the Company's next

l l implementation plan should include an adjustor reset.'6

12 (b). Staff is proposing that the Company file a comprehensive plan of administration ("POA") for

13 each of its adjustor mechanisms. The purpose of a POA is to describe the intended functioning of the

14 adjustor, including how the adjustor rate may be reset. In particular, POAs should include a specific

15 list of  the types of  costs permitted to be recovered through each adjustor, to ensure that no

16 inappropriate costs are recovered through the adjustors."

17 The Company accepts Staffs recommendations with respect to the DSM adjustor rate and the

18 implementation of a POA for each adjustor," Indeed, the Company avows that it will work with

19 Staff to devise acceptable POAs.19 Staff recommends that these be approved by the Commission.

20

21 The Company proposed several changes to its Service Charges and Conditions, and filed a

22 redlined version of the changes on February 26, 2016. Staff confirmed with the Company that the

23 February 26, 2016, filing reflects all of the Company's proposed changes to its Service Charges and

24

25

26

27

28

VII. SERVICE CHARGES AND CONDITIONS.

no Ex. S-I at 9.
14 Ex. S~5 at 3.
is Ex. S-5 at 4.
Ne Id. at 4.
17 Ex. S-5 at 5.
is Ex. A-6 at 4.
19 14

3I
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1 Conditions." The types of changes that the Company is proposing involve renumbering the sections,

2 correcting typographical or other minor errors, and clarifying or updating existing language." The

3 Company is also proposing certain changes in some of its service charges. The Company and Staff

4 did not initially agree on all of the Company's proposals, but eventually resolved all of these issues,

5 as explained below.

6 The Company proposed the following changes with respect to its Service (or Miscellaneous

7 Charges), to:

8 a.

9 b.

10 c.

l l $60.00, and

12 d. Increase the Service Connect Callbacks charge from $40.00 to $50.00.22

13 Staff agreed with these proposed charges," and recommended that the Company inform

14 ratepayers who request these services in advance of the costs that they will incur. Ratepayers should

15 also be informed that a current list of all service charges is available and is prominently located on

16 the Company's website. Further, if a service issue occurs due to problems on the Company's side of

17 the meter, or due to any maintenance for which the Company should be responsible, the ratepayer

18 should not be charged service charges for such repairs." In its rebuttal testimony, the Company

19 agreed with Staffs recommendations concerning listing all service charges on its website. The

20 Company also agreed that it should not charge ratepayers for problems that occur on the Company's

21 side of the meter or for regular repairs and maintenance that the Company should undertake in the

22 normal course of business."

23 Regarding the Company's proposed changes to its service conditions, Staff initially agreed

24 with all of the Company's proposed changes except relating to responsibility for meter socket

25

26

27

28

Increase the Service Call During Business Hours charge from $50.00 to $75.00,

Increase the Service Call After Hours charge from $75.00 to $100,

Increase the Non-Pay Collection During Business Hours charge from $40.00 to

20 Ex. S-6 at 2.
2114
22 S-5 at 6.
23 14
24 14.
25 A»6 at 3.
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VIII.

1 enclosures and recommended against the Company's proposed deletion of a table listing the costs

2 relating to distribution line extensions." However, after consideration of Mr. Huber's rejoinder

3 testimony and discussion with the Company, Staff is now agrees with all of the Company's proposed

4 changes, and finds them to be acceptable."

5 RATE CASE EXPENSE.

6 The Company originally requested $200,000 in rate case expense. However, in its rebuttal

7 testimony, the Company increased its request by $209,770 to $409,770.28 Prior to filing surrebuttal

8 testimony, Staff had not reviewed the Company's invoices supporting its request for additional rate

9 case expense. Therefore, Staff continued to recommend $200,000 for rate case expense, but reserved

10 the right to update its recommendation at the hearing." Before the hearing commenced on May 17,

l l Staff reviewed the Company's supporting documents and then revised its recommendation for rate

12 case expense to $409,770 at the hearing."

13

14 Staff concluded that the Company is operating and maintaining its system properly,

15 completing system improvements and upgrades efficiently and reliably, and maintaining acceptable

16 levels of system losses and service inten'uptions from 2010 through 2014.31

1 7  X . NET ENERGY METERING.

18 The Company is proposing certain changes to its Net Metering (NM-1) rarify Staff initially

19 recommended some revisions to the Company's net metering tariff, but during the course of this case,

20 Staff ultimately took no position regarding changes to the Company's net metering tariff" Staff also

21 believes that it will be helpful to recount the record evidence on this issue.

22 The Company is proposing to revise its Tariff NM-1 to be applicable to existing net metering

23 customers oMy.33 Existing NM customers will continue to be eligible to receive full retail rate

24

25

26

27

28

lx. ENGINEERING EVALUATION.

26 S-6 at 3.
27 Tr. at. 22917-13, 235: 9-11, 538:l-10, 54012-20.
2s Ex. A- 6 at 25-26.
29 Ex. S-2, p. 2.
30 Tr. at22921-6.
31 Ex. S-4 at 3.
32Tr.at 556:10-35, 739, 741, 749-50.
ea Ex. A-5 at 17.
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1 compensation for all excess distributed energy. Existing Residential DG customers would have the

2 option of taking serv ice under the Company's new Residential Distributed Generation rate and

3 utilizing the new DG tariff for compensation of excess generation." Initially, Staiff recommended

4 that the existing NM-l tariff be frozen, and that a new rider be proposed for new DG customers."

5 Staff also initially recommended the elimination of banking for the Company's DG customers, and

6 recommended that the export rate should be set higher than avoided cost and lower than the retail

7  r a t e . "

8 Through its surrebuttal testimony, Staff explained its change in recommendations regarding

9 net metering. Staffs initial recommendations on NM were based on the assumption that a decision in

10 the Value and Cost of DG proceeding" (the "VOS" docket) would be entered before the conclusion

l l of the Company's case." Direct testimony was tiled in Sulphur Springs' rate case before the VOS

12 hearings began. Staff reviewed information and testimony from the VOS case, regarding areas that

13 might directly impact Staffs initial NM recommendation in the rate case. Staff determined that,

14 based in part on the status of the VOS docket, it does not want to formulate a policy direction in this

15 case before the conclusion of the VOS case." Staff also initially recommended that this case be held

16 open for 12 months to address any future changes to net metering, but withdrew this recommendation

17 at the hearings."

18 The Director of  the Uti l i t ies Div ision explained at the hearing that the purpose of  his

19 surrebuttal testimony was to WMm clarify the interrelationship of  Staf f 's NM and rate design

20 testimonies, and to continue to urge the parties to this case to settle all issues." He noted that the

21 VOS docket, which was on-going at the time of the hearings in this case, has rooftop DG as a focus

22 area, and proposed changes to NM from that case are a possibility. In addition, the Commission is

23 considering several other electric utility cases that address NM and residential rate design as it relates

24

25

26

27

28

34 Ex. A-5 at 17.
35 Ex. S-9 at 5.
as Id at 7.
37 Docket No. E-00000J-l4-00239
38 Ex. S-10 at 4-5.
39Ex. S-ll at 5.
40 Tr. at 552.
41 Ex. s-11 at 1.
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1 to alleged under recovery of fixed costs." He also explained how the Colnpany's request for separate

2 DG tarif fs could have possible adverse impacts on payback and internal rate of return for DG

3 ¢ug[0m€rs_43

4 As Staff witness Thomas Broderick testif ied in his surrebuttal testimony, Staff is unable,

5 without further policy direction from the Commission, to support changes to NEM in this case.44 In

6 short, Staff believes that it would be premature for it to make more specific recommendations in this

7 case.

8 x i . RATE DESIGN.

9 Rate design is the most contested issue in this case. The Company proposed numerous

10 changes to its tarif fs, including two new tarif fs that would apply only to distributed generation

customers. The Company has proposed these changes to correct its alleged failure to adequately

12 recover its fixed costs. The Company is also proposing a change to its tariff for residential customers

13 Mthout distributed generation, and proposes to freeze its time-of~use tariff so that it M11 not be open

14 for any filature customers. Staff agrees with certain aspects of the Company's proposed changes to

15 rate design. Specifically, Staff agrees that the monthly service availability charge in the standard

16 residential rate should be increased Nom $10.25 to $25.00 in four steps over four years.45 However,

17 Staff disagrees with the Company's proposed creation of new residential rate schedules for customers

18 who have installed DG and new customers who may install DG_46

19 A. New Distributed Generation Tari f fs.

20 The Company is proposing two distributed generation tariffs, each of which would have a

21 customer charge of $50.00 per month; the customer charge for each new tariff would be phased in

22 over a four year period. The energy charge for the proposed tarif f  (Tariff  DG-E) for existing DG

23 customers would be fixed at the existing energy charge. The energy charge for the proposed tariff for

24

25

26

27

28

41 Id

43 Id
44 Ex. s-11 at 3, Tr. ax 1-4, 23~25, 749-750.
45Ex. A-5 at 16, Ex. S-8 at 5.
46 Ex. S-8 at 3, 8.
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1 new Residential Customers with Distributed Generation installed after April 14, 2015 (Tariff DG)

2 would be decreased slightly in phases over a four year period."

3 Staff recommends that the Commission reject both of these proposals. The Company

4 explained that these tariffs are proposed to address the Company's issue of lost fixed costs."

5 However, Staff attributes the Company's inability to recover all fixed costs to shortcomings in its rate

6 design, rather than to the existence of DG customers on its system." Staff also believes that, because

7 Tariff DG-E increases the customer charge while holding the energy charge constant, this proposal

8 will result in an increase in rates without a determining fair value and without a determMtion of the

9 impact on the Company's fair value rate of return, which may be prohibited. Scares v. Arizona

10 Corporation Commission, 118 Ariz.531, 578 P.2d 612 (App. 1978).

11 Staff and the Company agree on the cost of service for the residential class as a whole.5°

12 Evidence in the record demonstrates that the total fixed cost for residential customers is $80.24 per

13 customer per month.5I However, the Company did not perform a cost of service study that

14 specifically broke out the DG customers as a separate class from the overall residential class."

15 Instead, the Company performed a separate analysis that simply added together the purchased power

16 demand costs, and the distribution wire costs that it is required to pay regardless of how much power

17 a customer uses to arrive at a $50 customer charge. The Company acknowledges that, although it

18 lacks the technical capability to obtain the specific information necessary to perform a cost of service

19 study that separates DG customers into a separate class, such a study would have been useful in

20 justifying a separate rate class for DG customers."

21 In addition, Staff believes that the Company's proposal is likely to slow the adoption of

22 rooftop DG in the Company's ten~itory.54 According to Staffs modeling," the pace of solar

23

24

25

26

27

28

47 Ex. s-7, p- t 1, 1. 4-20.
48 Ex. A-5 at 15-16.
49 Ex. S-7 at 13, Ex. S-8 at 3-4.
50 Ex. S-7 at 10, Ex. A-6 at 8.
511 Id

so Ex. s-7 at 2-3, Ex. A-4 at 6-7.
53 Tr. at 345-46.
54 Tr. at 792-93 ,
as Ex. s-12.
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1 installation would be expected to decrease if the Cornpa.ny's proposal were approved.56 Based upon

2 the results of Staff's model, at a $50.00 per month charge for a DG customer, the results would be an

3 adverse solar market, and rooftop solar would not be a commercially viable investment.57

4 Staff recommends that the Commission deny the Company's request for the new DG tariffs.

5 The Company has not carried its burden of proof that DG customers alone are responsible for any

6 shortfall in fixed cost recovery, as there is no cost of service study that supports the Company's

7 proposal. Staffs recommended changes in rate design will better address these issues, and In

8 addition, Staff recommends that all new and existing DG customers should remain on their current

9 rate schedule."

10 Changes to Existing Residential Tariffs.

l l The Company is requesting an increase in the monthly service availability charge for its

12 standard residential rate from $`10.25 to $25.00 over four years." The Company argues that the

13 change will allow a greater recovery of fixed customer related costs through the fixed charge and will

14 help to reduce subsidies between members of the same rate class.6°

15 In its direct testimony, Staff proposed an increase in the monthly residential availability

16 charge from $10.25 to $27.00, to be phased in over two years, with a decrease in the energy charge

17 over two years.61 In its surrebuttal testimony, Staff revised this recommendation: Staff now proposes

18 an increase to $25.00 (instead of $27.00) per month over a four~year phase in.62 Staff also

19 recommends that the Energy Charge be adjusted over four phases to fully recover the revenue

20 shortfall (approximately $315,000) so that the revenue requirement for the residential class will be

21 M€t.63

22 Staff first recommended that the new Residential and Residential TOU rates be phased in over

23 two years, instead of four, because Staff believed that the compressed time frame would be less

24

25

26

27

28

B.

SO Tr. at 104928-10.
57 Tr. at 991:14-20.
as Ex. S-8 at 8.
59 Ex. A-5 at 16.
60 Id at 16.
61 Ex. A-5 at 16.
62 Ex. S-8 at 5.
63 Id at 6.
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1 confusing.6" However, after further consideration, Staff agreed that the Company had spent

2 considerable time, including numerous customer meetings, communicating to its customers the need

3 for an increase in the customer charge to $25.00 over a four-year period. Staff also recognized that a

4 longer implementation time Hame supports gradualism in rate design by increasing the recovery of

5 fixed costs through the fixed charge in a gradual manner.°5

6 As a result, Staff believes that a $25.00 system availability charge implemented over four

7 years in an acceptable method for implementing an increase to the Company's residential f ixed

8 charge.  Staf f therefore recommends the implementation of a $25.00 per month system availability

9 charge for all residential customers, phased in over four years, as well as an adjustment in the Energy

10 Charge over the same four-year period.

l l C. The Company's DG Proposal Does Not Violate A.A.C. R14-2-2305.

12 EFCA contends that the Company's proposal for separate DG tariffs would violate A.A.C.

13 R14-2-2305, which prohibits discriminatory charges against net metered customers." This provision

14 reads:

15

16

17

18

19

20 Staff does not support the Company's requests for separate DG tariffs. Nonetheless, Staff

21 disagrees with EFCA's contention that separate DG tariffs would be impermissible. Because EFCA

22 did not explain why it believes the Company's proposal would violate the Rule, Staff presumes that

23 EFCA looks solely to the language of the Rule for its argument.

24 The Company performed a cost of service study for the residential class of customers, and

25 Staff accepted the Company's cost of serv ice study.'7 The Company did not perform a cost of

26

27

28

Net Metering charges shall be assessed on a nondiscriminatory basis. Any
proposed change that would increase a Net Metering Customer's costs beyond
those of customers with similar load characteristics or customers in the same rate
class that the Net Metering Customer would qualify for if not participating in Net
Meter ing shal l  be t i l ed by the Elect r i c  Ut i l i t y  Mth the Cornrnission f or
consideration and approval. The charges shall be fully supported with cost of
service studies and benefitfcost analyses. The Electric Uti l i ty shall have the
burden of proof on any proposed charge.

64 ld at 5.
es Id at 5.
66 Ex. EFCA-6 at 11.
Ev Ex. A-6 at 11, Ex. s-7 at 5.
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1 service study for the residential DG as a sub class of the overall residential class." However, the

2 Company did perform a cost of service study for the residential class of customers, and Staff accepted

3 the Company's cost of service study. The plain language of the Rule requires a cost of service study;

4 therefore, Staffbelieves, by performing a cost of service study, the Company has satisfied this pan of

5 the Rule's requirement.

6 In addition, the Company performed an analysis of the lost fixedcosts that it claims to under-

7 recover due to current DG installations, and Staff accepted the Company's evidence of a test-year

8 under recovery of $1,139,013.69 Staff submits that this evidence satisfies the benefit/cost analyses

9 requirement of the rule. The Company also provided evidence that DG customers have different load

10 characteristics than other residential customers participating in energy efficiency measures.°'° The

l l Company's evidence confirmed that the load characteristics are not similar," so the DG proposal

12 does not violate the Rule in that regard.

13 For the foregoing reasons, Staff believes that the proposed DG tariffs do not violate the Rule's

14 prohibition against discrimination. However, as Staff details in a separate section of this brief, the

15 DG tariffs are not in the public interest at this time and should not be approved.

16 C. Time of Use Rates.

17 The Company asserts that it has not had much interest from its members in signing up for

18 TOU rates, and is requesting to freeze the TOU rate schedules and eventually phase them out." Staff

19 does not believe that it is appropriate to freeze the existing TOU rate schedules. According to the

20 Company, its customers' lack of interest in TOU rates relates to the fact that the Company's power

21 supply from Arizona Electric Power Cooperative ("AEPCO") is not time-differentiated. However,

22 Staff believes that AEPCO's rates could be structured differently in the future, and if so, the

23 attractiveness of the Company's TOU rates may increase. Staff further believes that both the existing

24 and the proposed TOU rates are not harmful to the Company's operations, and Staff recommends that

25 the Company continue to offer TOU rates for its residential, commercial, and large power customers.

26

27

28

68 Ex. A-6 at 11.
69 Ex. A-5 at 12-13, Ex. S-9 at 3.
10 Ex. A-6 at 12-13.
71 Tr. 347-349.
72 Ex. A-6 at 24-25.
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XII. CONCLUSION.

\  _

ab w. Geake
Wesley Van Cleve
Attorneys, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
(602) 542-3402
fg€akQ@&zcc.gov
wvanc1eve@azcQ.gov

Original and thirteen (13) copies of the foregoing
filed this lath day of July, 2016 with:

1 Staff recommends that the Service Avauilability Charge be increased to $26.50 per monde for

2 all customers on the Residential TOU rate schedule, that this increase be phased in over four years,

3 and that the energy charge for the TOU rate schedule be adjusted in each phase to ensure that the

4 level of revenue approved by the Commission for the residential class is met.

5

6 Staff respectfully requests that the Commission adopt its recommendations on the disputed

7 issues for the reasons stated above.

8 RESPECTFULLY SUBMITTED this 14th day of July, 2016.

9
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Docket Control
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1200 West Washington Street
Phoenix, Arizona 85007
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1200 W. Washington St.
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24
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Jeffrey Crockett
CROCKETT LAW GROUP,  PLLC
2198 E. Camelback Rd., Suite 305
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Attorney for Sulfur Springs Valley Electric Cooperative, Inc.

jeff@,jeffcrockett1aw.com
kchapman@ssvec.com
Consented to Service by Email
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Court Rich
ROSE LAW GROUP, PC
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Attorney for Energy Freedom Coalition of America
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Exhibit WAM-4: Trico Data Request Responses

This exhibit contains the following data request responses: EFCA DR 5-1, EFCA DR 5-6, EFCA

DR5-9, EFCA DR 5-11, EFCA DR 5-12, Staff DR 2-8, Staff DR 2-11



ENERGY FREEDOM COALITION OF AMER1CA'S
FIFTH SET OF DATA REQUESTS T()

TRICO ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01461A-15-0_63

July 20, 2016

EFcA5.l: Please provide the information requested below related to the demand charge
proposed in Trico's Amended Application. For each request, please provide all
supporting data, analyses, and any other related documentation. If in Excel
format, please ensure that all formulas and links remain intact.

a) Please discuss in detail the rationale for proposing a fixed monthly demand
charge of $4/month, based on a minimum billed demand of 2 kW at $2/kW?
Please discuss why the billed demand was based on non-coincident versus
coincident peak demand?

b) Please describe in detail how the minimum and maximum demand billing
detenninant ofl2 kW was determined. What is the significance of this value?

c) How many zero bills annually would this demand charge apply to? Please
separate by the RS1, RSZTOU, and GS] schedules .

d) Please discuss in detail why the $4/month minimum billed demand charge
was the same for residential and GS1 customers. Please provide all analyses
and workpapers supporting this aspect of the proposed rate,

e) Why did Trico seek to implement a demand charge with a 15-minute interval
vs a 30- or 60-minute interval? Did Trice conduct any comparative analyses
regarding a 15-, 30- or 60-minute demand intervals?

f) Please provide all available 15- and/or 60-minute interval data for residential
and small commercial customers in Trico's service territory. Please redact all
identifying cu storer information.

g) Please discuss in detail the difference between the $4 fixed monthly demand
charge and a $4 increase in the monthly fixed charge for residential and
commercial customers?

h) Why did Trico seek to implement a demand charge rather than a fixed charge
increase?
Did Trice conduct outreach or provide notice to customers before and/or after
tiling the Amended Application regarding its proposal to implement demand
charges on residential and small commercial customers? If yes, please
provide:

l. All notice and outreach documentation. Please specify documentation
targeted to commercial and/or residential customers.

2. The number of customers in each rate class notified.
3. Any questions or comments received by Trico from residential and/or

commercial customers.

RESPONSE:
a) Please see the testimony of Vincent Nitido and David Hedrick in Trice's
Amendment to Application re Rate Design (E-01461A-15-0363).

b) Please see the testimony of Vincent Nitido and David Hedrick in Trico's
Amendment to Application re Rate Design (E-0146lA-15-0363).

c) The number of zero bills is only available by revenue class. Revenue

I'll



ENERGY FREEDOM COALITION OF AMERICA'S
FIFTH SET OF DATA REQUESTS TO

TRICO ELECTRIC CGOPERATIVE, INC.
DOCKET no. E-01461A-15-0363

July 20, 20]6

class one includes both RS] and RSZTOU, which has a total of 13,252 zero
kph bills for the 2014 test year, out of a total of 487,572 bills or 2.7% of the
bills are zero bills. We do not have available the zero kph bills for the GS1.

cl) The $4/month was a threshold to moderate the billing impacts. The
monthly fixed cost for GSl as indicated on Schedule G-6.0 is the sum of PP
Demand ($26.67), Dist Wires Demand ($24.69) and Dist Wires Customer
($38.54), totaling $89.90.

e) Trico's standard metering and billing is based on a 15-minute interval for
all of its over 40,000 accounts. This metering and billing standard was
initiated years ago and has been vetted through many rate cases. To make a
change to this standard would take re-programing or replacing of metering
and billing interface software as well as changing of all the existing demand
rate tariffs. Trico did not conduct any comparative analysis of different
intervals.

f) See EFCA 3.1 and the associated attachments, which include the interval
data.

g) There would be no difference in the dollar amount of the bill. Please see
also the response to 5.1 (h).

h) Trico believes that a demand charge is a fairer way to allocate fixed grid
related costs between customers as it reflects the actual use of the grid,
whereas a fixed charge is paid by all customers at the same amount
regardless of the actual amount that each customer uses the grid.

i) No, Trico does not typically notify customers of changes during a rate case
proceeding until a final decision has been reached by the Commission.
During the course of a rate case, Trico, the Commission Staff or other
parities may propose different modifications to rates and/or charges that may
impact a Member's bill in different ways. The Commission is not bound by
any party's proposal, and may accept, reject, or modify any proposed rate,
charge or tern of service.

RESPONDENT : Karen Cashers, Chief Operating Officer
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ENERGY FREEDOM COALITION OF AMERlCA'S
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TRICO ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-0146]A-15-0363

July 20, 2016

EFCA 5.6: Please provide the information requested below in addition to any supporting
data, documentation, or analysis related to Section 6.3 of Trico's Settlement
Agreement.

a) Why is Trice seeking to freeze Rate Schedule RSZTOU?
b) How many customers are currently on this schedule? Please provide an

itemization of the number of customers that have been added to this rate
schedule by month since it has opened.

c) For how long will customers frozen under this rate remain on this rate?
d) Will customers on this schedule be subj et to the $0/kW demand rate?
e) At what date will this rate schedule be frozen?
f) When does Trico anticipate providing "notice to its members that it will

propose to eliminate this rate schedule in its next rate case"'?

RESPONSE:
a) Trico is a distribution only cooperative and purchases its power and
transmission at wholesale. Trico's wholesale power providers price the
power through a fixed monthly charge and a monthly energy rate that does
not change by time of day. This results in Trico's RSZTOU Members
reducing their usage without a corresponding benefit to the system or utility
costs.

b) Please see the Response to EFCA I-29(b) which includes Residential
TOU from 2005 through 2015 by month. Trico first implemented the
Residential TOU in 1992. Data is not available prior to 2005.

c) The Settlement Agreement contemplates that the RSZTOU would be
frozen until the next Trice rate case at which time Trico would propose to
eliminate the rate. The ultimate period for freezing Rate Schedule RSZTOU
is up to the Commission.

d) Yes, that is Trico's understanding in order to be able to accurately track
billing determinants for analysis and to provide the member with demand
infonnation.

e) The Settlement Agreement contemplates that this rate schedule would be
frozen at the time of the rate case decision by the Commission.

1) Trice would provide notice once the Commission has made a decision
regarding the treatment of the RSZTOU .

RESPONDENT: Karen Cathers, Chief Operating Officer
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July 20> 2016

EFCA 5.9: Please provide the information requested below related to Section 8.2 of Trico's
Settlement Agreement. For each request, please provide all supporting data,
analyses, and any other related documentation. If in Excel format, please ensure
that all formulas and links remain intact.

a) Please discuss Trico's justification for pricing all hourly exports at
$0.077/kWh and all studies, data, or analysis of any kind that support such
pricing.

b) Please show how this modification to the export rate impacts Trice's cost
recovery.
Does Trico anticipate that this modification to their DG compensation
structure will impact adoption of DG in their service territory?

d) Is the current cost of Trico's export rate recovered through the WPCA in
accordance with the WPCA POA? If not, please explain.

0)

RESPONSE: a) The $0.0770 also represents the Residential, first 800 kph block, Power
Supply portion of the rate of $00770 per kph. The $0.0770 represents about
a half way point between the current Trico avoided cost rate and Trico's
current retail residential rate. As discussed during the settlement meeting
using this rate, the current subsidy between classes that Trico faces is largely
from the residential class and this is the residential of Power Supply rate.
This number was derived through settlement discussions and not through
pricing analysis. The actual cost of wholesale power that Trico avoids by
purchasing DG energy export is the Trico avoided cost as discussed in
Trico's original rate application.

b) See EFCA 5.5(b>.

c) No, because under the Settlement Agreement proposal the equivalent rate
that the DG Member will receive for their DG system output will be about
the same as Tucson Electric Power Company currently provides under full
retail net metering.

d) Trico does not currently have an export rate. Under the current net
metering the DG energy is netted against the DG Members load that occurs
during time when the DG system does not provide energy. The fixed cost
associated with wholesale power and transmission that is not recovered
Currently from DG Members that net their load is recovered through the
WPCA by shifting the fixed cost to other non-DG Members.

RESPONDENT: Karen Cashers, Chief Operating Officer
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EFCA 5.11: Please provide the information requested below related to
Member Education Program.

Trice's proposed

a) What are the objectives of Tricots Member Education Program?
b) What is the anticipated cost of Trico's Member Education Program? Please

itemize anticipated costs.
c) Has Trice started conducting outreach under its Member Education Program?
d) Please provide a timeline of the Member Education Program implementation

and roll-out. Please include costs and objectives for each phase.
e) How does Trice anticipate it will educate members on how to "utilize demand

rates to reduce monthly bills"?
f) Which information from third parties does Trico anticipate utilizing to "help

members to manage demand"'?
g) With regard to Trico's Smart Hub application:

1 . Please discuss the functions and usefulness of this application?
2. How do customers access Smart Hub?
3. How many customers currently use this service daily, monthly?
4. What information and customer-specific data does Smart Hub provide

to customers?
5. What does Trico identify as the limitations to the Smart Hub

application?
6. How does Trice plan to modify the Smart Hub application to meet the

objectives of its Member Education Program?

RESPONSE: a) See Section 10 of the Settlement Agreement. The member outreach and
education will include: (a) the nature and operation of demand rates; (b) how
members can utilize demand rates to reduce monthly bills, and (c)
information on tools available from Trico and third parties to help members
to manage demand (including Trico's Smart Hub® application). Trice's
education materials will highlight technology solutions including
programmable thermostats and load controllers as means that could be used
to minimize demand charges and monthly bills.

b) Trieo has not yet formulated an estimated cost of the member outreach
and education program, The Cooperative anticipates formalizing and
implementing this program upon approval of the Settlement Agreement by
the Commission.

c) No

d) Trice has not yet formulated a timeline.

e) Trico's plan is not yet formulated.

ì ) Trice may seek assistance from third part consultants and/or other rural

I'll I I I
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cooperative agencies.

g) ( l) The Smart Hub application allows Members to make payments, view
billing history, request payment extensions, monitor daily usage within the
current billing period prior to billing. For Members with cell based meters'
hourly usage data is available. Members can also view historical usage data,
do usage comparisons between months, find average usage. Members can
view and report outages, in addition, request notifications for outage updates.
There is also a Contact Us via email for various reasons, budget billing
request, mailing address change, request to disconnect a service, electronic
transfer inquiry, Smart Hub and miscellaneous inquiries. (2) Members access
Smart Hub from Trico's website trico.coop. An email and password are
required for login. Smart Hub can also be accessed on Apple and Android
mobile devices by downloading from the Apple Store and Google Play,
email and password required for login. (3) Currently Trico has 21,324 active
Smart Hub users. See the attached EFCA 5.1 l(g) related usage of Smart
Hub. (4) In addition to the items in response l above, Members can also
view personal account information, stored and auto payment methods (credit
card and checking account information). (5) A computer, Apple or Android
mobile device is required to access the application. (6) Trico will modify the
application such that Members will be able to view their peak demand for the
current billing month and previous months as well as the date and time it
occurred. For Members with cell based meters' hourly peak demand
information will be available.

RESPONDENT : Karen Cashers, Chief Operating Officer
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EFCA 5.12: Please provide the information requested below related to Section 12.1 of Trice's
Settlement Agreement. Please provide all supporting data, analyses, and any other
related documentation. If in Excel format, please ensure that all formulas and
links remain intact.

a) What is the rationale behind Trice's $0/kW demand charge?
b) What is the basis for the $0/kW rate?
c) Did Trico consider requesting authority to implement a demand charge pilot

program rather than a $0/kW demand charge? If yes, please discuss. If no,
why not?

d) Has Trico conducted any customer surveys or related research regarding
ratepayer opinion on demand charges?

e) Explain with particularity each way, if any, that Trico believes the $0/kW
demand charge will help educate its members about demand charges.

RESPONSE : a) To put in place a tariff that Trice members can reference with respect to
demand information on their bill, in order to assist them in understanding
how demand rates work and what their own demand profile looks like,
without economic implication to the members pending an opportunity for
Trico to analyze demand data for all residential and small commercial
members and to conduct outreach and education regarding how members can
utilize demand rates to reduce their bills, Including the demand element in
the billing program also allows Trico to accurately track billing determinants
related to demand and to easily utilize historical demand data to answer
member questions.
b) See a) above.
c) Trico did not consider implementing a demand charge pilot program, as
the Cooperative believes an elective pilot program would only apply to a
small segment of the membership, and would not provide the Cooperative
with system wide demand information nor with as good an opportunity to
provide all of its residential and small commercial members with outreach
and education regarding the operation of demand rates and how they can be
used to lower a member's electric bill.
d) No. Based on informal discussions with members at various Cooperative
functions (town hall meetings, member events, annual meetings, etc.), Trico
believes there is a level of confusion and uncertainty among the membership
regarding demand rates and how they work. Trico believes the better
approach from a Cooperative standpoint is to educate all of its members
regarding demand rates while simultaneously analyzing demand data for the
entire membership to determine whether and how to implement demand rates
in the future.
e) The $0/kW demand charge is not intended to provide education about
demand charges, it provides a tool and an opportunity for the member to
receive education from the Cooperative and learn how demand rates work
without economic consequences. See a) above.

lulu u
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RESPONDENT : Vincent Nitido, CEO/General Manager



STAFF'S SECOND SET OF DATA REQUESTS TO
TRICO ELECTRIC COOPERATIVE, INC.
DOCK ET NO.  E-01461A-15-0363

JANUARY 28, 2016

Metering Questions

STF 2.8 Please describe Trico's meters and meter reading systems,
providing detail on the extent to which they can measure and record
demand data.

RESPONSE:
Trico currently has 46,086 active meters on our system. Approximately 33,522 of the
active meters are configured using the Landis and Gyr Power Line Carrier (PLC) system.
The other 12,564 are configured using a cell based SmartSync system. Of the total 46,086
active meters 43,761 are for residential classes and the remaining 2,325 are for non-
residential classes. All of the non-residential class meters can measure and record
demand data. See the attached STF 2.8 Attachment Summary of Trico Meters.

The 12,564 meters configured using the cell based SmartSync system measure and record
demand on 15-minute intervals. However, roughly 11,481 of these SmartSync meters are
used for residential classes that do not currently bill for demand. To bill with the demand
data, additional programing of the billing software would be necessary.

Trico has approximately 32,280 residential rate meters that are configured on the Landis
and Gyr PLC system. Approximately 30,930 of this configuration group brings in a
single demand read for every day, however this data is not currently transferred to Trico's
billing system as it is currently not used for billing. To bill with the demand data for this
many accounts Trico would need to contract with our billing software consultants at
National Information Solutions Cooperative (NISC) to complete the necessary
programming changes, which we anticipate would take several months to accomplish.

Trico has approximately 700 meters that are configured the Landis and Gyr PLC system
for a time-of-use rate classes. This configuration group does not send back a demand read
every day due to limitations on the capacity of the data that can be returned. To measure
and record demand for these more complex rate class meters, Trico would need to
replaced them with the cell based SmartSync technology.

Trico currently has 647 Landis and Gyr PLC system Turtle-1 meters that cannot measure
and record demand. Trico also has three mechanical meters still in-service that cannot
measure and record demand. These 650 meters would need to be replaced for measuring
and recording of demand for these services.

RESPONDENT:
Karen Cathers, Chief Operating Officer
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STF 2.11 Are the existing meters accurately measuring, recording, and billing
demand and kph data for all customer classes? Can the existing
meters measure, record, and provide billing demand in 15 minute
intervals?

RESPONSE:
Please see the response for STF 2.8 related to the meters Trico has that measure and
record demand. Currently Trico's entire residential customer class of approximately
43,761 meters are not billed demand. All Trico meters measure, record and bill energy
(kph) for all customer classes.

The majority of Trico's current meters cannot provide 15-minute interval data. Trico has
approximately 12,564 meters configured using a cell based SmartSync system that are
capable of providing 15-minute demand interval data. The remaining 33,522 meters
configured on using the Landis and Gyr Power Line Carrier (PLC) system and mechanical
meters are not capable of providing 15-minute demand interval data, although 30,930 can
measure and record a daily or monthly demand. To upgrade Trico's current PLC system
to a system capable of providing 15-minute interval data would cost in excess of $10
million, which does not include the write-off Trico would need to take for retirement of
the current system approximately 10 years early.

RESPONDENT:
Karen Cathers, Chief Operating Officer
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charges have persisted despite technological obsolescence. But they should not be expanded to

residential customers.

Using a smart meter to deliver a residential demand charge instead of a time of use rate is like

using a sophisticated video camera to take grainy snapshots.

Customers also mistrust demand charges. A recent focus group study in Ontario, Canada, where

time of use (TOU) rates have been in place for several years and customers are thus fairly

sophisticated, suggests that residential customers do not understand demand charges and believe

that such charges are demanding perfection in their conservation efforts. The Ontario Energy

Board conducted an analysis with residential focus groups that raised concerns about maximum

monthly usage charges (another term for demand charges) in addition to TOU rates that Ontario

customers understand :

The concept of maximum use during peak times is difficult for people to understand
and raised concern among a few. There is no template for measuring maximum use
that people are used to in the way they understand TOU. It was not obvious how
this would be calculated.

Without precise details of this there was concern expressed by some that small
lapses in their conservation efforts will mean they will have to pay a high price for
that (even if they conserve diligently on the vast majority of days during peak
times). So there will be questions of fairness if they have conserved on the vast
majority of days during peak demand times and essentially helped to reduce peak

consumption.35

There are a number of reasons why residential demand charges are a bad idea.

l. They blunt incentives to conserve - even during peak periods - once a maximum demand

is hit. Here is a personal example. Because it was 108 degrees in the Central Valley and I

had a houseguest, I ran both air conditioners in my house and clearly hit a maximum

demand in the last week of June that I haven't seen in a couple of years. With a demand

charge, I would have far less incentive to conserve energy - even on other hot days that

stress the system which might be a little cooler or without the houseguest - because I would

35 The Gandalf Group, Ontario Energy Board Distribution Charge Focus Groups: Final Report, October 9,
2013, p. 9.
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2.

3.

4.

5.

already be tens of dollars of fixed charges in the hole and my savings from reducing energy

use would be limited.

They require customers to keep track of random events which have no intrinsic value to

anyone. Customers do not want to be rate computers, but to reduce their demand charge

they need to have the following scenario in mind every winter morning: "My coffee-

maker is running, and it's chilly so my furnace fan is running. That means I shouldn't tum

on the toaster and the hair dryer at the same time at 7 am or I could get a higher demand

charge. I need to wait 15 minutes to use that toaster." This kind of price signal is totally

disconnected from either causation of or avoidance of utility costs. It is also a waste of the

very limited amount of brainpower that most people want to spend on their electric rates.

So customers will eventually screw up, pay up, and give up.

They give customers who are connected to gas incentives to get rid of electric stoves and

ovens and electric dryers. Before bringing in a residential demand charge, an electric utility

should have the obligation to inform customers them that an electric stove is one of the

worst things to own if there's a demand charge - either non-coincident or peak period only,

because the oven plus the air conditioner will trigger the charge. If SDG&E were in

competition with an independent gas utility, which it is not, it would be handing the gas

utility a great marketing plan to poach load from the electric utility because gas would be

far more cost-effective by avoiding demand charges.

Residential demand charges have bizarre impacts on cost-effectiveness of energy

efficiency to customers - which are not necessarily the same as cost-effectiveness to the

utility or society. Getting a more efficient air conditioner (or even a smaller one of the

same efficiency) can avoid a demand charge, but weatherizing one's house so an existing

air conditioner runs less frequently but produces the same number of kilowatts when it

turns on, will not reduce the customer's bills nearly as much, even if it has similar effects

on system peak demand.

Specifically, residential non-coincident demand charges such as those proposed by

SDG&E for distribution can work at cross-purposes with time-of-use energy rates. A

customer does everything she can to not use peak period energy, and when the peak period

is over Tums on energy-consuming equipment. Bingo! High demand charge to penalize

her for following the TOU price signals. And more customer confusion.
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6. Ira utility wants to reduce feeder loads and defer construction, a time fuse rate component

at times when most feeders are peaking will do a better job than a demand charge. If it

wants to build as many feeders as possible to expand rate base without demand reductions

getting in the way, a demand charge is the best way to build them and get customers to pay

for them.

But having briefly made these points, which I will expand upon in far more detail at a later time if

SDG&E actually proposes something instead of just talking about policy, I now analyze the major

objection to residential demand charges. They are not cost-based.

Demand charges systematically overcharge small users. The summation of the analysis below is

that residential customers using less than 300 kph use 15% less demand per unit of energy than

the system average but would pay 27% more demand charges that the system average. Residential

customers using over 1000 kph use approximately the same amount of demand per unit of energy

as the system average but would pay 32% less demand charges per unit of energy than the system

average. The large customers are subsidized by the small customers. Demand charges (or other

fixed charges for costs that vary with usage) are Robin Hood in reverse.

The Commission should reject residential demand charges out of hand for creating intra-class

subsidies of big users, before even thinking about dealing with the rest of the problems caused by

their implementation that I discussed above.

B. Some Key Concepts in Analyzing Demand Charges
Critical concepts in analyzing demand charges are load diversity and coincidence.

Load diversity reflects the fact that the utility does not expect to experience the maximum NCP

load of each individual customer at the same time, on parts of the system that do not serve a single

customer (i.e., all parts of the system other than service lines to an individual customer and specific

transformers that serve one single customer). As a result, the utility does not need to build most

of its system to meet the sum of each customer's NCP. The system becomes more diverse (i.e.,

the load that the system must carry becomes a smaller fraction of the sum load of the individual

customers) as more customers are aggregated. SDG&E's engineering manuals suggest that load

diversity even for sizing transformers is 70% for single-family customers with air conditioning,

60% for multi-family customers with air conditioning, and 50% for customers without air
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Exhibit WAM-6: Wyoming Public Service Commission, Case No.

13788, In The Matter Of The Application Of Black Hills Power,

Inc., For A General Rate Increase Of $2,782,883 Per Annum In

Its Retail Electric Service Rates
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5. On May 20, 2014, the OCA timely filed testimony and exhibits of Anthony J.

Omelas supporting Black Hills Power's proposed return on equity of 9.75%.

The OCA also timely filed the testimony and exhibits of Denise Kay Parrish with a

number of test year updates and comments as well as additional adjustments to the test year data.

Overall, the OCA supported an increase in annual revenues of approximately $2.4 million. The

OCA also raised some concerns regarding Black Hills Power's proposed changes to its ECA.

6. Subsequently, the Stipulating Parties engaged in settlement discussions, which

resulted in this Stipulation.

7. The Commission's hearing in this docket is scheduled to commence on August 20,

2014.

11. THE STIPULATION

The Stipulating Parties agree to settlement of the Rate Case as follows :

1. Tariffs. The Stipulating Parties agree that rates for electric service shall be set

forth in the tariffs attached as Joint Exhibit B. Included in the tariffs are updated avoided cost

rates on tariff sheet no. 46 and updated wording on the Residential Demand Service Tariff (tariff

sheet no. 8).

2. Revenue Requirement. The Stipulating Parties agree that the revenue

requirement shall be as generally set forth in the answer testimony of the OCA, and as further

modified during settlement discussions held by the Stipulating Parties. The Stipulating Parties

agree to an operating revenue increase for Black Hills Power of $2,251,814 above current

operating revenues, as shown on Joint Exhibit C, attached hereto and incorporated by this

reference. The Stipulating Parties agree that Joint Exhibit C, when viewed in the context of the

3
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Joint Exhibit B
Black Hills Power, Inc.
Wyoming Division
Rapid City, South Dakota

Rate Codes 14 and 16ID WY914 and WY916

WYOMING ELECTRIC RATE BOOK

-RESIDENTIAL DEMKND SERVICE (OPTTORIAL)
RATE DESIGNATION - RD
Pa_g£1 of 3 _

Wyoming P.S.C. Tariff No. 88
Original Sheet No. 5§

RE§DENTIA4JEMAN_D sERvlcg lopTlg4AL)

AVAILABLE

At points on the Company's existing secondary distribution lines supplied by its interconnected
transmission system.

APPLICABLE

At the customer's election, to any single-family private dwelling unit supplied through one meter with
qualifying minimum usage of 1,000 kph per month on average. This rata will be oppliooblo for
sewiee provided during the first complete billing period following the inotallatieneiafaprepriate
metering equipment.

C
C

This schedule shall not be optional and shall apply to all residential customers taking service for all of
their electric load requirements which are in excess of the simultaneous output from generation
located at their do_elling ltd/or sellgthe Company alloutput which is in tgcess of Me sim aneous
customer electric load. Residential customers who have installed generation to partially meet their
electricity requirements prior to October 1, 2014 shall be allowed to remain on another residential
service schedule for as long as they remain a Customer or 10 years, whichever is less.

N

This schedule is not applicable to a residence which is used for commercial, professional, or any
other gainful enterprise, however, if the domestic use can be separately metered, this schedule is
applicable to the metered domestic portion of energy use.

A single-family dwelling in which four sleeping rooms or more are rented or are available for rent, is
considered non-domestic and the applicable General Service Rate shall apply.

CHARACTER OF SERVICE

Alternating current, 60 hertz, single phase, at nominal voltages of 120/240 volts.

NET MONTHLY BILL

Rate C

Customer Charqe
Energy Charqe

All usage at 4.5G¢$0.06457 per  kph

$16.5()15.50 D

I

Demand Charge
All kW of Billing Demand at $6758.25 per kW I

Minimum
The Customer Charge

ISSUED: May 11, 2010
Januarv 17. 2014

By: Chris Kilpatrick

Director of Rates

DATE EFFECTIVE: JU!'1e 1, 2010
October 1, 2014

I

I
I

I

I

I
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Joint Exhibit B
Black Hills Power, Inc.
Wyoming Division
Rapid City, South Dakota

Rate Codes 14 and 1e1D WY914 and WY916

WYOMING ELECTRIC RATE BOOK

REST:>ENTIAE DEMAND sErvIcE (6pTlonKL)
RATE DESIGNATION nRD
Page 2 of 3

Wyoming P.S.C. Tariff No. 84
First Revised Original Sheet No.83

Qnccls Origins! Shea No. 5

RESIDI;NTIAILDEMA@ sERgE (o3TIon_ALl
(continued)

C

BILLIG DEMA_ND

Customer's average kilowatt load during the fifteen-minute period of maximum use during the month.

Maximum Value Option WY916 C

Optional time-of-use metering is available for customers owning demand controllers ready to receive
a controls signal. When residential time-of-use meter is used for billing purposed, the Billing Demand
is the customer's average kilowatt load during the fifteen minute period of maximum on-peak use
during the month. The ON-PEAK periods are Monday through Friday, 7:00 a.m. to 11:00 p.m. from
November 1s'through March 31" and Monday through Friday, 10:00 a.m. to 10:00 p.m. from April 1st
through October 31 si. Due to the expansions of Daylight Savings Time (DST) as adopted under
Section 110 of the U.S. Energy Policy Act of 2005, the time periods shown above will begin one hour
later for the period between the second Sunday in March and first Sunday in April, and for the period
between the last Sunday in October and the first Sunday in November. In addition to the normal OFF-
PEAK periods, the following holidays are considered OFF-PEAK: New Year's Day, President's Day,
Memorial Day, Independence Day, Labor Day, Veteran's Day, Thanksgiving Day, and Christmas Day.

COST ADJUSTMENT(S)

The above schedule of charges shall be adjusted in accordance with the Cost Adjustment(s) shown
on tariff Sheet No. 8862. C

When the billing period includes a change in the charges of an above mentioned Cost Adjustment
tariff, the customer's bill shall be prorated accordingly.

PAYMENT

Net monthly bills are due and payable fifteen (15) days from the date of the bill, and after that date the
account becomes delinquent. A late payment charge of 1.5% on the current unpaid balance shall
apply to delinquent accounts. A nonsufficient funds check charge of $15.00 shall apply for returned
checks. If a bill is not paid, the Company shall have the right to suspend service, providing ten (10)
days written notice of such suspension has been given. When service is suspended for nonpayment
of a bill, a Customer Service Charge will apply,

ISSUED: August '**, 2012
January 17, 2014

By: Chris Kilpatrick DATE EFFECTIVE:November 1, 2012
Cgtpber 1* 2014

Director of Resource P!ar:r:ing a'~d
Rates

I

I

I
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Joint Exhibit B

snwmsruwer

Black Hills Power, Inc.
Wyoming Division
Rapid City, South Dakota

Rate Codes 1/ and 16ID WY914 and WY916

WYOMING ELECTRIC RATE BOOK

RESIDENTIAL DEMAND SERVICE (OPTIONAL)
RATE DESIGNATION - RD
Page 3 of 3 _

Wyoming P.S.C. Tariff No. 34
Original Sheet No. LM

RESIDENTIAL DEMAND SERVICE (OPTIONAL)

(continued }
C

TERMS AND CONDITIONS

1. Service will be rendered under the Company's General Rules and Regulations.

Service provided hereunder shall be on a continuous basis. Service under this rate shall be for a
minimum of twelve consecutive months and thereafter unless the customer then elects to have
service provided under other applicable residential service rates.

Company-approved water heaters shall have a tank capacity of not less than 30 gallons and an
electric capacity of not more than 4,500 watts at 240 volts. If two elements are used, interlocking
controls are required to prevent simultaneous operation.

TAX ADJUSTMENT

Bills computed under the above rate will be increased by the applicable proportionate part of any
impost, assessment or charge imposed or levied by any governmental authority as a result of laws or
ordinances enacted, which is assessed or levied on the basis of revenue for electric energy or service
sold, and/or the volume of energy generated and sold.

ISSUED: May 11, 2010
Januarv 17, 2014

By: Chris Kilpatrick

Director of Rates

DATE EFFECTIVE: June 1, 2010
October 1, 2014_
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Exhibit WAM-7: Excerpt from California Public Utilities

Commission, Docket No. R.14-07-002, Order instituting

Rulemaking to Develop a Successor to Existing Net Energy

Metering Taru'fs Pursuant to Public Utilities Code Section

2827.1, and to Address Other Issues Related to Net Energy

Metering, Decision 16-01-044.
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ALJ/AES/jt2/ar9 Date of Issuance 2/5/2016

Decision 16-01-044 January 28, 2016

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Develop a
Successor to Existing Net Energy Metering Tariffs
Pursuant to Public Utilities Code Section 28271,
and to Address Other Issues Related to Net
Energy Metering.

Rulemaking 14-07-002
(Filed July 10, 2014)

(See Appendix E for List of Appearances.)

DECISION ADOPTING SUCCESSOR TO NET ENERGY METERING TARIFF
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I II

R.14-07-002 ALJ/AES/jt2/ar9

DECISION ADOPTING SUCCESSOR TO NET ENERGY METERING TARIFF

Summary

This decision implements some of the provisions of Assembly Bill (AB) 327

(Perea), Stats. 2013, ch. 611. AB 327, among other things, adds Section 2827.1 to

the Public Utilities Code, requiring the Commission to develop "a standard

contract or tariff, which may include net energy metering (NEM), for eligible

customer-generators with a renewable electrical generation facility that is a

customer of a large electrical corporation."

In this decision, the Commission:

• Ensures that customer-sited renewable distributed generation
continues to grow sustainably by creating a successor to the
existing NEM tariff that includes a new NEM tariff, with
modifications;

Follows the fundamental approach to residential rate reform
expressed in Decision (D.) 15-07-001, by

O Declining to impose any demand charges, grid access charges,
installed capacity fees, standby fees, or similar fixed charges
on NEM residential customers while the Commission is
working on how, if at all, any such fees should be developed
for residential customers;

O Continuing to rely on the minimum bill established in
D.15-07-001 as a mechanism for ensuring that customers using
the NEM successor tariff contribute through their bill
payments to the costs of maintaining the services of the
electric grid for all customers;

o Maintaining the requirement that non-residential NEM
customers pay any demand charges, standby fees, or similar
fixed charges that are part of the underlying rate for their
customer class, regardless of the requirements of the NEM
tariff under which they receive service.
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understand for residential customers, asserting that such customers spend only a

few minutes a year focused on their utility bills. They also state that the

Commission rejected a demand charge as too complex a proposal in R.12-06-013,

the residential rates proceeding. In addition, the Solar Parties state that PG&E's

proposed demand charge would overcharge NEM customers for their use of the

distribution system.

The Sierra Club opposes PG&E's demand charge because it argues that the

demand charge does not provide a price signal that correlates with grid needs,

and is not aligned with cost causation because costs driven by peak demand

should not be recovered by a non-coincident demand charge.

CSE states that demand charges should recover costs for all customers, not

just DG customers, since demand charges recover costs related to the

transmission and distribution system.

ORA does not oppose the proposal, but believes it would be a dramatic

shift to go from current NEM to PG&E's proposed approach, and believes the

proposal requires additional vetting because it essentially creates a new solar rate

class.

The Solar Parties, TURN, 350 Bay Area, CSE, onLine, and CCQF oppose

PG&E's proposal to transition to a monthly true up, stating that it will diminish

the value of renewables, would increase customer confusion, and undermine

customer adoption.

Since PG&E's proposal is expressed as the creation of a demand charge on

a subset of residential customers--NEM residential customers--it is, in effect, an

effort to revisit the Commission's determination in D.15-07-001 that fixed

charges, including demand charges, should not be imposed on residential

customers before default TOUrates have been established in 2019. That decision
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was made after extensive party participation and Commission deliberation. It

should not be revised through the back door of a demand charge in the NEM

successor tariff.

For these reasons, and those noted in Section 2.11.6, below, PG&E's

successor tariff proposal should not be adopted.

2.11.3.1. Interconnection Fees

PG&E's proposal for interconnection fees should be adopted in part.

PG&E's witness Daniel Scabbard identified a fee of $100 for interconnection of

systems smaller than 30 kw. This is roughly in accord with SCE's costs,

described below. PG&E, however, also proposed a fee of $1,600 for systems

between 30 kW and 1 MW. Mr. Scabbard stated that the interconnection of

systems larger than 30 kW is referred on an individual basis to PG&E engineers,

thus accounting for the large difference in the proposed fee.

Because PG&E's fee proposal is not supported by actual cost data, the

same amount should be charged for all interconnections of systems smaller than

1 MW under the NEM successor. The actual amount should be calculated based

on the interconnection costs shown in PG&E's June 2015 AL 4660-E, filed in

accordance with D.14-05-033 and Res. E-4610. In the calculation of the

interconnection fee, PG&E may include only the following costs from its filing:

NEM Processing and Administrative Costs, Distribution Engineering Costs, and

Metering Installation/Inspection and Commissioning Costs. The interconnection

fee amount should be included in PG&E's successor NEM tariff filed pursuant to

the requirements of this decision. If changes to the interconnection fee are

required in the future, the process set out in Section 2.14.1.1, below, should be

followed .
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SCE's proposal raises two principal issues, in addition to the overarching

issue in all the utility proposals of whether the proposal demonstrates

appropriate cost causation for the charges sought to be imposed. First, SCE's

proposed compensation rate is based on the utility avoided cost used in the

Public Tool model. However, it is not at all clear at this t im e that the Public

TooTs avoided cost, or indeed any proposed utility avoided cost, captures both

costs and potential benefits (e.g., locational benefits of DER) that are important.

Second, SCE's proposed grid access fee for residential and small

commercial customers is a fixed charge that would be collected from residential

NEM customers, though fixed charges may not be imposed on residential

customers as a whole until the process set in motion by D.15-07-001 is completed.

Although Section 2827.1(b)(7) allows a fixed charge for NEM successor tariff

customers that is different from that for adj residential customers, SHE does not

present a compelling case for imposing the grid access fee now. Indeed, SCE

does not fully support its grid access charge as a fixed charge. Rather, SCE's

witness Behlihomji expresses a preference for using a demand charge,

characterizing the proposed grid access charge as "a demand charge proxy."85

SCE seeks support for its view in language in D.15-08-005 that is

supportive of the concept of a demand charge for NEM customers.86 The rates of

residential customers were not addressed in that decision. Its language on

demand charges, which are now part of the rates of commercial and industrial

customers, should not be stretched beyond their context in that decision.

85 Ex. 16 at 5.

86 See D.15-08-005 at 33-34, Conclusion of Law 9.

69

l



R.14-07-002 ALJ/AES/jt2/ar9

Transmuting what SCE states is a demand charge into what it calls a fixed

charge does not, however, solve the problem. It simply changes the description

of a fixed charge to be imposed on residential customers (NEM successor tariff

residential customers) that has not been developed in accordance with the

process the Commission set out in D.15-07-001.

For these reasons, as well as those set out in Section 2.11.6, below, SCE's

successor tariff proposal should not be adopted .

2.11.4.1. Interconnection Fees

SCE's proposal for interconnection fees--that all customers pay a $75

interconnection fee and all non-residential customers pay all Rule 21

supplemental review fees, study costs and upgrade costs -should, however, be

adopted in part, as modified. SCE's witness Barsley testified that SCE had

studied its actual costs for interconnection of NEM customers' systems and

concluded that a fee of $75 would recover its costs. There is no dispute that this

fee is cost-based and reasonable, being based on the information provided in

SCE's AL 3239-E, pursuant to Res. E-4610 and D14-05-033.

SCE has not, however, provided cost data or support for its proposal to

have non-residential customers pay additional study and upgrade costs.

Therefore the same interconnection fee should be charged to all customers

installing systems smaller than 1 MW, regardless of customer class. The

interconnection fee amount should be calculated based on the interconnection

costs shown in AL 3239-E. In the calculation of the interconnection fee, SCE may

include only the following costs from its filing: NEM Processing and

Administrative Costs, Distribution Engineering Costs, and Metering

Installation/Inspection and Commissioning Costs. The interconnection fee

amount should be included in SCE's successor NEM tariff filed pursuant to the
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The Sierra Club opposes the grid use charge because it argues that as a

demand charge, the grid use charge does not provide a price signal that

correlates with grid needs; it is also not aligned with cost causation because costs

driven by peak demand should not be recovered by a non-coincident demand

charge. CSE states that demand charges should recover costs for all customers,

not just DG customers, since they recover costs related to the transmission and

distribution system.

ORA does not oppose SDG&E's proposal, but believes it would be a

dramatic shift to go from current NEM to SDG&:E's proposedapproach, and

believes the proposal requires additional vetting because it essentially creates a

new solar rate class.

SDG&E's proposal for what are in effect mandatory TOU rates for NEM

customers at the inception of the successor tariff is premature and suffers from

the same difficulties as PG&E's TOU proposal, discussed in Section 2.11.3, above .

SDG&E's default unbundled rate proposes fixed charges, demand charges,

and compensation rates that are significantly harsher to the NEM successor tariff

customer than those proposed by PG&E and SCE. The proposed fixed charge is

seven times that proposed by SCE; the proposed demand charge is three times

that proposed by PG&E. The proposed compensation rate is half or less than

that proposed by the other two utilities. The fundamental change to the NEM

tariff that these proposals would make is not adequately justified by SDG&E.

For these reasons, as well as the reasons set out in Section 2.11.6, below,

SDG&E's proposed default unbundled rate for NEM customers should not be

adopted.

72



R.14-07-002 ALJ/AES/jt2/ar9

methodological and cost basis for the fixed charges proposed by the IOUs for the

NEM successor tariff are not simple, and far from consistent. Although it is

possible for the Commission to impose fixed charges for NEM customers while

not having them for other residential customers, the more prudent course would

be to wait until the process for determining categories of fixed charges for

residential customers, set in motion by D.15 -07-001 and being carried forward in

PG&E's Phase 2 proceeding, has borne fruit.

The economic idea of a demandcharge, as PG&E and SCE note, is

appealing. In principle, a demand charge can send customers an economic

signal to adjust their energy usage based on system impacts. For large and

sophisticated customers, that signal is in place in their current rates. As the

Commission noted in D.15-07-001, however, and as echoed by a number of

parties in this proceeding,88 demand charges can be complex and hard for

residential customers to understand. Since the vast majority of NEM customers

are residential customers, it is reasonable to consider the NEM successor tariff in

light of the needs of residential customers. From that perspective, the NEM

successor tariff should not incorporate a demand charge, following the course on

demand charges and other fixed charges set in D.15-07-001.

Requiring participation in available TOU rates can be an effective way to

align the incentives of customers on the NEM successor tariff with system needs.

The Commission adopts this element of the IOUs' proposals.

88 They include the Solar Parties and TURN.
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7. In order to ensure that interconnection fees for NEM customers are just

and reasonable, any such fees for systems smaller than 1 MW in size should be

based on each IOU's costs of interconnection, using the actual costs recorded in

their respective June 2015 advice letters, filed in compliance with D.14-05-033

and Res. E-4610. The actual amount of the fee should include only the following

costs from the advice letter filings: NEM Processing and Administrative Costs,

Distribution Engineering Costs, and Metering Installation/Inspection and

Commissioning Costs.

8. In order to provide for appropriate notice and customer participation, any

changes to interconnection fees proposed by an IOU for its NEM successor tariff

customers must be made by Tier 2 advice letter, served on the service list for this

proceeding, or in any subsequent proceeding in which the NEM successor tariff

is part of the scope of the proceeding.

9. In accordance with Section 2827.1(b) (7), the Commission has the authority

to impose fixed charges for the NEM successor tariff that are different from the

fixed charges for residential customers, but is not required to do so.

10. In order to promote consistency with the Commission's process for

making changes to the rate structure for residential customers, the NEM

successor tariff should not include any fixed charges, including but not limited to

demand charges, grid access fees, or similar charges, unless and until the

Commission authorizes the introduction of fixed charges for all residential

customers.

11. In order to ensure that customer-sited renewable DG systems larger than

1 MW seeking to use the NEM tariff do not have significant impact on the

distribution system, customers installing such systems should be required to

pays all Rule 21 interconnection and upgrade costs.
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Exhibit WAM-8: Excerpt from Idaho Public Utilities Commission,

Case No. IPC-E-12-27, in the Matter of ldaho Power Company's

Application for Authority to ModIfy its Net Metering Service and

Increase the Generation Capacity Limit, Order No. 32846
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Office of the Secretary
Service Date
July 3. 2013

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF IDAHO POWER
COMPANY'S APPLICATION FOR
AUTHORITY TO MODIFY ITS NET
METERING SERVICE AND TO INCREASE
THE GENERATION CAPACITY LIMIT

CASE no. IPC-E-12-27
)
)
)
)
)
)

ORDER NO. 32846

On November 30, 2012, Idaho Power Company applied to the Commission for

authority to modify its net metering service. The Company initially said its proposal would

impact 350 net metering customers to varying degrees, depending on how they use and generate

energy. During this proceeding, the number of net metering customers was updated to 386. Tr.

at 18. The Company asked the Commission to issue a final Order by July l, 2013. See

Application. `

On January 15, 3013, the Commission issued a Notice of Application and Notice of

Intervention. See Order No. 32715. The Idaho Conservation League, PowerWorks, LLC,

Pioneer Power, LLC, City of Boise, Snake River Alliance, and Idaho Clean Energy Association,

Inc. intervened in the case, and a prehearing conference was held on March 21, 2013. The

Commission then issued an Order setting a case schedule, including public workshops. See

Order No. 32767. On April 23, 2013, the Commission scheduled technical and public hearings

for June 11, 2013. See Order No. 32794. The workshops and hearings occurred as scheduled.

Having carefully reviewed the record, including the Application, testimony, and

comments, the Commission enters this Order: (1) declining to cap net metering capacity and

instead directing the Company to periodically report on its net metering service, (2) declining to

modify the net metering pricing structure or move residential and small general service net

metering customers into new classes, (3) requiring the Company to issue a per kph credit for

excess generation, with the credits to expire only when the customer ends service, and (4)

approving Exhibit 8, that resolves parties' concerns about interconnection language proposed in

proposed Schedule 72. The Commission's Order is more thoroughly explained below.

THE APPLICATION
Idaho Power's Application asks the ComMission to approve four changes to the net

metering service: (1) increasing the net metering cap, (2) changing the net metering pricing structure,

ORDER NO. 32846 1
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Second, ILL wrongly assumes that net metering systems produce "firm" energy when they

actually produce "non~firm power," i.e., power that is supplied or available under a commitment

having limited or no assured availability. Id. at 400. Because of these flaws, CL's energy-

valuation analysis is irrelevant and should be disregarded. Id. at 401. Further, regardless of

whether one characterizes the energy as "firm" or "non-firm," the Commission should reject

ILL's proposed energy valuation method as being inconsistent with the Commission-approved

methods for valuing firm and non-firm generation. Id. at 400-401.

c. Rebuttal to ICEA. The Company disputes IDEA's argument that the Company

should not change the net metering rate structure to address $74,000 in claimed inequity that is

driven by a few customers with annual excess generation. First, the potential inequity is caused

by pricing and not excess energy. The $74,000 figure is, therefore, wrong. Second, even if

ICEA correctly quantified the potential inequity, the resulting dollar figure would provide little

insight into why the Company filed its proposal. In summary, the Company filed its pricing

proposal in an effort to accommodate growth of the net metering service and address the shifting

of costs from net metering customers to standard service customers before the service grows to

where corrections or rate inequities impact many customers. Tr. at I 1-15.

d. Rebuttal to the City. The Company disagrees with the City's claim that the

Company has not identified the costs it proposes to recover from the new charges set forth in

Schedule 6 and 8. The Company bases the proposed Schedule 6 and 8 rates on the publicly

available cost-of-service study from its last general rate case. Further, in this proceeding the

Company provided the full cost-of-service model to all parties in electronic format, detailed how

the study was used to calculate the new rates, listed each component of the Company's revenue

requirement by FERC account, and fully described the class allocation and rate design process.

Tr. at 15-16.

Commission Decision: Based on our review of the record, we believe that net

metering customers have some characteristics that could justify moving them into a separate rate

class and onto a different schedule from. the general residential and small general service rate

classes. However, we are concerned that the Company's proposal is inconsistent with State

policy as expressed in the Idaho Energy Plan, will discourage investment in distributed

generation, and encourage rate-gaming. Further, we believe dramatic changes such as those

proposed in this case-including increasing the monthly customer charge, imposing a new BLC

ORDER no. 32846 12
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charge, and reducing the energy charge for the residential and small general service customers--

should not be examined in isolation but should be fully vetted in a general rate proceeding.

Accordingly, at this time we decline to make these changes, change the rate design, or separate

the net metering customers from the standard residential service and small general service

classes. If the Company wishes to raise these issues again, then it should do so in the context of

a general rate case. We agree with the Company that net metering customers do escape a portion

of the fixed costs and shift the cost burden to other customers in their class. However, we find

that more work needs to be done to establish the correct customer charge for those who net

meter.

We find it fair, just, and reasonable to require net metering customers to continue

paying the customer charge for their class. It is also reasonable to preclude net metering

customers from using their excess net energy credits to offset the customer charge on their bills.

C. Exeess Net En erg

The Company proposes to calculate Excess Net Energy as a kph credit that would

expire each December. The other parties oppose this proposal. The parties' testimony and the

Company's rebuttal are summarized below.

l. Commission Staff. Staff opposes calculating Excess Net Energy as a kph credit

because the proposal would price every kph the same regardless of the season in which the

energy is generated. Instead, Staff proposes that the Company continue crediting customers on a

financial basis using the full retail rate. Excess Net Energy credits would carry forward

indefinitely and only expire when the customer ends service. Staff says its proposal would

encourage customers to right-size their installations, capture the seasonal differences in retail

rates, encourage conservation, and incept future net metering customers to choose generation

types that match the Company's higher-priced periods for delivering electricity. Tr. at 355-362.

2. ICEA. ICEA does not oppose the Company ending cash payments at retail rate.

Tr. at 319. But ICEA opposes treating Excess Net Energy as a kph credit rather than a financial

credit at retail rates. First, a kph credit is less liquid, and thus less valuable to customers, than a

financial credit. Id. at 288-289. Second, the Company's kph proposal ignores that the value of

a kph varies by time of day and season. Crediting Excess Net Energy at retail rates recognizes

this variation in kph costs. Id. at 289-290. Third, ICEA notes that the Company proposes to

remove distribution costs from the per~kWh energy charge, which prevents the customer from

ORDER NO. 32846 13
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Company d/b/a NV Energy for Approval of a Cost of Service
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BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA

Application of Nevada Power Company d/b/a NV
Energy for approval of a cost-of-service study and net
metering tariffs .

)
)
)
)

DocketNo. 15-07041

Application of Sierra Pacific Power Companyd/b/aNV
Energy for approval of a cost~of-service study and net
metering tariffs .

)
)
)
)

Docket No.15-07042

At a general session of the Public Utilities
Commission of Nevada, held at its offices
on February 12, 2016.

PRESENT: Chairman Paul A. Thomsen
Commissioner Allina Burtenshaw
Commissioner David Noble
Assistant Commission Secretary Trisha Osborne

MODIFIED FINAL ORDER

///

///

///

///

///

///

///

///

///

///

///

///

Ill lm



Docket Nos. 15-07041 & 15~07042

TABLE OF CONTENTS

Page 2

4
4
44.

91

10
-18
20
21
21
23

. 34
39

1. INTRODUCTION

111. PROCEDURAL
Iv. COST-OF SERVICESTUDIES

NV Energy Position___
BCP
Bombard Position_____________..____.
SEIA
SNHBA
StaffPosition__________________________.________..
TASC Position______________.._____.______.
VoteSolar
NV Energy Rebuttal Position.___......__.____.
CommissionDiscussion and Findings

Separate Ratepayer Classes___.____
46
49

v. RATE DESIGN

hhil

53
. 58
60
61
62
62
. 70
77
77
N 81
91
94

11 96
106
109
_119
..123
..127
129
-131
138

______.138

___l40
142

NV Energy Position._____________.
BCP
Bombard Position_.___________________.____..
SEIA Position___._____...____________..____._.
SNHBA Position
Staiff Position_
TASC Position..........._._...._...__._._...._..
WCSD Position_______.________.____.__.
Vote Solar Position_________________.____._______.
NV Energy Rebuttal Position___
BCP Supplemental Position______
GBSC Supplemental Position.____.________~
NV Energy Supplemental Position_______._.
SEIA Supplemental Position__
Staff Supplemental Position_.___.
TASC Supplemental Positioll____._______
Vote Solar Supplemental Position__.._
WCSD Supplemental Position___
BCP Supplemented Rebuttal Position________.____..
NV Energy Supplemental Rebuttal Position___
SEIA Supplemental Rebuttal Position_.
Staff Supplemental Rebuttal Position.._._.
TASC Supplemental Rebuttal Position__.__.____.
Vote Solar Supplemental Rebuttal Position
Commission Discussion and Findings

Statutory AUOHW
Overview_____.._____._.

@ - 145
146

II



Docket Nos. 15-07041 & 15-07042 Page  3

..147
_147

...149
149

____,152

153
154

..155
....157

_____158
_162

164
____.__164

165

1 6 8

1 7 0

1 7 0

1 7 0

1 7 1

01

171
172

173
173
174

__.._175

1 7 5

1 7 5

1 7 6

76
177

177
178
178

Demand
Basic Service Charge_._

Net Excess Energy___
Gradualism___________________._.
Risk of Rate Changes__._.

No Change for 8-10 or 20 Years___

Transition to Cost-Based Rates
TI'8I1SP3I'€IlCY____________________________.
Fairness_._.___.____________.
Misrepresentations.______________~
Changes to NEM Systems___
Policies of This State_

VI. MISCELLANEOUS ISSUES
A. New-Bu1°1d Solar

SNHBA Position_.____._._______________.
BCP Position________________________. _
Staff Position_________________________.__..
NV Energy Rebuttal Position__..__________.._.
CommissionDiscussion and Findings___.

B. Generation Meter .
NV Energy Position.__._____.___.__.
BCP Position_._____.._.___________________.
TASC Position._____________.__._.
Vote Solar Position_____.______.__.___...
NV Energy Rebuttal Position_.._._______.____.
CommissionDiscussion and Findings___

C. Interconnection Charges
BCP
TASC Position______________.____.______.
NV Energy Rebuttal Position...__________._._.
Commission Discussion and Findings_______.

D. Regulatory Liability
NV Energy Rebuttal Position_.__________.____.
Commission Discussion and Fin&ngs_._

E. Load Data
WCSD POSition_"______________________
NV Energy Rebuttal Position._._.____.____.__.
Commission Discussion and Findings_____.

VII. ROOFTOP SOLAR INDUSTRY JOBS
Staff
Commission Discussion and Findings___

ORDERING
-179
180



Docket Nos. 15-07041 & 15-07042 Page 147

Demand Charge

Residential and small commercial ratepayers in Nevada have not had a demand

charge (demand cost recovery component) in the past." A certain level of ratepayer education

327.

would be necessary to implement a demand charge for the NEM ratepayer classes. NEM

ratepayers are sophisticated enough to understand demand charges and can reduce their demand

impacts in many ways, including how they configure their installations" and whether they elect

to modify their ongoing usage patterns. However, ratepayer acceptance of this potential rate

change is unknown. As a result, now is not the time to adopt a demand charge for residential and

small commercial NEM ratepayers, given the other changes taking place in Ms proceeding.

328. Instead, the Commission approves a two-part tariff consisting of a modified basic

service charge and a volumetric commodity charge.

Basic Service Charge

329. The basic service charge shall be calculated by NV Energy to recover the full

amount of customer, facilities, and primary and high voltage distribution costs. These costs do

not change for a ratepayer after the installation of a NEM system; however, because installation

of a NEM system results in less energy delivered by the utility to the NEM ratepayer, a NEM

ratepayer will avoid paying for these fixed costs if rates remain designed to collect them through

a volumetric charge. A basic service charge is the simplest and most easily understood method

to ensure recovery of such fixed costs from a ratepayer regardless of the volume of sales to the

ratepayer.

29 A demand charge is one option designed to recover costs that are based on a ratepayer's unique maximum load.
The maximum load is what the utility must be prepared to serve, and the maximum load also triggers a sudden and
intense need for electricity. This sudden and intense need for energy is filled by the utility's ability to ramp up and
ramp down generating units. For decades, demand charges have been used for large industrial or commercial
ratepayers due to the costs and strains put on the utility's systems due to their particular demand characteristics.
so Orientation of solar panels can increase generation at different times of the day to suit the load needs of the

individual ratepayer. (Ex. 99A at 72.)
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APSC FILED Time: 7/22/2015 8:31 :14 PM: Recvd 7/22/2015 3:23:22 PM: Docket 15-075-TF-Doc. 1

BEFORE THE

ARKANSAS l>UI¢l,IC SERVICE COMMISSION

IN THE MATTER OF REQUEST FOR APPROVAL
OF CHANGES TO THE OKLAHOMA GAS AND
ELECTRIC COMPANY NET METERING TARIFF
'ro COMPLY WITH ACT 827 OF 2015

)
)
)
)

DOCKET no. I 5- -TF

Direct Testimony

of

Michael K. Knapp. Ph.D.

on behalf of

Oklahoma Gas and Electric Company

July 22, 2015
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Guernsey & Company. I evaluated wholesale gas and electric markets in support of its

engineering and consulting practice sewing municipal. cooperative. and investor-owned

utilities. I am a member ollthc Society of Utility and Regulatory Financial Analysts.

I~lave you previously filed testimony before the Arkansas Public Scwicc Commission

(the "Commission" or "APSC")?

A. No. However, I have testified before the Arizona Corporation Commission. the Oklahoma

Corporation Commission, and the Texas Railroad Commission.

PURPOSE

Q.

A.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to sponsor rev isions to OG&E's net-metering tarif f ,

Schedule NET-l , Title "Net Metering for 300 kW or Below." I have attached the proposed

redline amendments to the tariff as Fxhibit MKK-l. l have also attached a clean version

of the tariff as Exhibit MKK-2.

Q. Why is the Company filing this petition?

The Arkansas legislature enacted House Bill 1004 amending certain provisions of Arkansas

Legal Code' to alter the method of compensation of net-metering customers in certain

circumstances.
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Q. I-low many revisions docs the Company wish to make to Schedule NET-I ?

OG&l" proposes to make changes lo clause l.l and to eight other clauses al' the nel-

metering tariff beginning it clauses 2.1 through 2.10. These changes are required to bring

the tariff into compliance with the new net-metering legislation.

27

28

What change to clause l.l docs the Company wish to make"

OG&E proposes to dclclc:

I AR ST Sec. 23-18-603 and AR ST Sec. 23-18-604

Q.

Q.

I I
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1.1 To any residential or any other customer who takes service under standard rate

schedules Residential Service Rate (R-I), Residential Time-of-Use Rate (R-TOU),

Residential Variable Peak Pricing (R-VPP), General Service Rate (GS-I),

Commercial Service Time-of-Use Rate (CS-TOU), General Service Variable Peak

Pricing (GS~VPP), Power and Light Rate (PL-I), Power and Light Demand Time-

of-Use-Demand (PL-TOU-D), or Power and Light Demand Time-of-Use~Energy

(PL-TOU-E) who has installed a rel metering facility and signed a Standard

Interconnection Agreement for Net Metering Facilities with the Utility, Such

facilities must be located on the custolner's premise and intended primarily to offset

some or all of the customer's energy usage.
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The provisions of the customer's standard rate schedule are modified as specified

herein.

OG&E proposes to replace with'

l . l To any residential or any other customer who takes service under any of the

following standard rate schedule(s) including Residential Service Rate (R~i),

Residential Time-of-Use Rate (R-TOU), Residential Variable Peak Pricing (R-

VPP), General Service Rate (GS-1), Commercial Service Time-ol'-Use Rate (CS-

TOU), General Service Variable Peak Pricing (GS-VPP), Power and Light Rate

(PL-I), Power and Light Demand Time~of-Use-Demand (PL-TOU-D), and the

Power and Light Demand Tittle-of-Use-Energy (PL-TOU-E) and who has installed

a net-metering facility and signed a Standard Interconnection Agreement for Net

Metering Facilities with the Utility. Such facilities must be located on the

customer's premise and intended primarily to offset some or all of the customer's

energy usage.

28

29

30

The provisions of the custolner's standard rate schedule are modified as spcciiied

herein.
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The customer shall be required to notify the utility of any net-metering Facility size

changes or be subject to a true-up kW-charge retroactively assessed to all billing

periods that occurred since the customer changed the sizing of the net metering

facility.

If a net-metering customer is taking service under a non-demand base tariff (either

Residential Serv ice Rate (R-l  ),  Residential  Time-of -Use Rate (R-TOU),

Residential Variable Peak Pricing (R-VPP), General Serv ice Rate (GS- l ),

Commercial Service Time-of-Use Rate (CS-TOU), or the General Service Variable

Peak Pricing (GS-VPP) rate schedules) that customer shall have an additional kw-

charge of $X.XX per kW of name plate rating of the net- metering facility.

If a net-metering customer is taking service under a demand base tariff, there will

not be an additional kW-charge of $X.XX per kW of name plate rating of the Net-

metering facility.

Q.

A.

What is the significance of these changes?

The key change is the introduction of a demand charge for net-metering customers.

Q.

A.

Why is OG&E proposing a demand charge in clause l.l ?

This demand charge is intended for the Company to recover the transmission and

distribution ("T&D") demand costs associated with integrating the net-metering facility

into the util ity's T&D system? The Act arid its resulting proposed net-metering tarif f

changes, including the aggregation of energy benefits over multiple customers, have

inherently provided lilrther access to T&D facilities by the net-metering facility without

any additional associated cost recovery. While current demand tariffs provide some

mechanism for recovery of some of these costs, current energy tariffs do not. This cost

recovery is addressed by the proposed kW charge.
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0.

A.

What change to clause 2.1 does the Company wish to make"

()G&l£ proposes to delete:

2 AR ST Sec. 23- I8-604(b)(1 )(A)(i)
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Replacing _Original Sheet No. 60.

OKLAHOMA GAS ANI) ELECTRIC C()MPANY
Name of Company

Kind of Service: Electric Class al' Service: Applicable Class

Part l. Schedule No. NET- I

Tills: No! Metering for 300 kW or below

lm' File Murl 0nly

EFFECTIVE IN: All territory served.

1.0 AVAILABILITY:

To any residential or any other customer who takes service under standard rate schedules
Residential Service Rate (R-l ), Residential 'l'ime-of-Use Rate (R-TOU), Residential Variable
Peak Pricing (R-VPP), General Service Rate (Gs-l ), Commercial Service Time-ol1Use Rate
(CS-TOU), General Service Variable Peak Pricing (GS-VPP). Power and Light Rate (PL-I),
Power and Light Demand Time-ol'-Use-Demand (PL-TOU-l)), or Power and Light Demand
'l`ime-of-Use-Energy (PL-TOU-E) who has installed a net metering facility and signed a
Standard Interconnection Agreement br Net Metering Facilities with the Utility. Such
facilities must be located on the customer's premise and intended primarily to olTsct some or
all of the customer's energy usage.

'l̀ hc provisions of the cuslumerls standard Mic schedule are modified as spmxrilicd hcnzin.
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*Nl-2lld Rcvised Sheet No. 69. 1 sir

Replacing _Original Sheet No. 60.  I

OKLAHOMA GAS AND ELECTRIC COMPANY
Name of Company

Kind ofService: Electric Class of Service: Applicable Clas_s

Part I. Schedule No. NET- l

Ti t le: N e t  M e t e r i ng  f o r 300 kW  or  be l ow

PSC l-ik..Mark Unly

1.2 Net-metering customers taking service under the provisions of this tariff  may not

simultaneously lake service under the provisions of any other alternative source generation
or co-generation tariff except as provided in the Net Metering Rules.

2.0 MONTHLY BILLING:

2.1

AL

On a monthly basis, the net-metering customer shall be bil led the charges applicable

under the currently effective standard rate schedule and any appropriate rider schedules
yvjth an addilit!1aMEn3nr<.wi-i!t.t11a1 demand danger; applied to the liillowing non-demaml

hosed rate latillS of Residattial Rate (R-I ). Residettdad 'line¢ollL]$ Ran: (R-TUU). Resickzrttial
Variable Peak Pricing (R-VPP), General Mrviee Rate (GS-I ). Commercial Service 'll me-ofl-Use Rate

((,.`9-'ll¥l)U). old the (Jenerttl Service Variable Peak Pricing (GS-VPP) rate sehcxlules. 'Ilise additional
demand charges shall be adtkxl to their mmM.MaMHI and shal l  he assesard ate .of$X.2(X per

kW of the liteilitv name plate rating of the Net-metering facility. This tkmantl charge shall he used lo
compensate the utility lOt the cost ol'uunsmission and disuihutitnt ('l `&l)) demand txvsts associated with

integtution t7tlsls of the I)(i theilitv into the Utility's 13212system lIeletenw to "3- I8-604(h)( I )(A Xill.
All tether provisions ollie underlying 88 tariffs sind! appbg, l Ander net lne~tet=ittg_»=-4-vnljt-lite

ea comet ` in l l at ti Ieeted
81

2.2 I f the kph suppliW hy the electric utility exceeds the kph generated by the net-metering
facility and led back to the electric utility during the billing period, the net metering customer

shall be billed for the net billable kph supplied by the electric utility in accordance with the
rates and charges under the customer's standanl rate schedule.

2.3 If the kph generate by the net-metering facility and fed hack to the electric utility during the
billing period exceeds the kph supplied hy the electric utility to the net-maering customer

during the applicable billing period, the utility shall credit the net-metering customer with any

are:umulated rel excess generation in the next applicable billing perio(l.93.1.4ggIIar has1811g1lm
a kph basis) using the pruwss tier ddumlining eslirnalvd avemgc a1voi(k'd cost rule he tirng p grirxl as

specified in l)rx:kc1 nurnher 8 HJ7 l -F.-.-
8..

Tms s1~A(.I= mu l'S(` USIE ()NI.Y

I

IIIII I



On July 22, 2015 OG&E filed proposed tariff revisions to its net metering tariff to comply with
the provisions of Act 827 of 2015. Subsequent to the filing, OG&E and the General staff of the
Commission have engaged in discussions relative to the tariff filing. OG&E has agreed with the Genera I
Staff to make certain revisions to the previously filed tariff.

Attached hereto for filing is an amended tariff, a red-line and clean version, to replace the tariffs
filed on July 22"". Please substitute the attached tariff for the previously filed version. Thank you for

your assistance in this matter. Should you have any questions regardingthismatter, please do not
hesitate to contact me.

Dear Mr. Sappington:

Mr. Michael Sappington
Secretary of the Commission
Arkansas Public Service Commission
1000 Center Street
Little Rock, Arkansas 72201

Docket No. 15-075-TF
Oklahoma Gas & Electric Company
Net Metering Tariff Filing

APSC FILED Time: 8/4/2015 9:59:32 AM: Recvd 8/4/2015 9:59:00 AM: Docket 15-075-TF-Doc. 2

CHISENHALL, NESTRUD 8c JULIAN, RA.
A:rTonn1nrs Ar LAW

REGIONS CENTER
400 WEST cApiToL, SUITE za4o

urns nock. 4NiiA1~'s4s""r22o1 " "
TELEPHONE (501) 372'5800

FAX (BCI) 372-4>941

August 4, 2015

Very trulyyours,

Lawrence E. Qhisenhall
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2nd Revised Sheet No. 60. 1
..... .... eplacing_.____l"'*Revised
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OKLAHOMA GAS AND ELECTRIC COMPANY
Name of Company

Kind of Service: Electric Class of Service' Applicable Class

Part 1. Schedule No. NET-1

Title:Net Metering for. 300 kW or b91ow_

PSC File Mark Only

EFFECTIVE IN: All territory served.

1.0 AVAILABILITY:

1.1 To any residential or any other customer who takes service under standard rate schedules
Residential Service Rate (R-1), Residential Time-of-Use Rate (R-TOU), Residential
Variable Peadar Pricing (R-VPP), General Service Rate (GS-1), Commercial Service Time-
of-Use Rate (CS-TOU), General Service Variable Peak Pricing (GS-VPP), Power and Light
Rate (PL~l), Power and Light Demand Time-of-Use-Demand (PL-TOU-D), or Power and
Light Demand Time-of-UseEnergy (PL-TOU-E) who has installed a net metering facility
and signed a Standard Interconnection Agreement for Net Metering Facilities with the
Utility. Such facilities must be located on the customer's premise and intended primarily to
offset some or all of the customer's energy usage.

The provisions of the customer's standard rate schedule are modified as specified herein.

1.2 Net-metering customers taldng service under the provisions of this tariff may not
simultaneously take service under the provisions of any other alternative source
generation or co-generation tariff except as provided in the Net Metering Rules.

2.0 MONTHLY BILLING:

2.1 On a monthly basis, the net-metering customer shall be billed the charges applicable
under the currently effective standard rate schedule and any appropriate rider schedules.
Under net metering, only the kilowatt-hour (kph) units of a customer's bill are affected.

2.2 If the kph supplied by the electric utility exceeds the kph generated by the net-metering
facility and fed back to the electric utility during the billing period, the net metering
customer shall be billed for the net billable kph supplied by the electric utility in
accordance with 'the rates and charges under the customer's standard rate schedule.

THIS SPACE FOR PSC USE ONLY
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Exhibit WAM-11: Georgia Public Service Commission, Docket

No. 36989, Georgia Power's 2013 Rate Case, Order Adopting

Settlement Agreement
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ORDER ADOPTING

SETTLEMENT AGREEMENT

Record Submitted: December 4, 2013 Decided: December 17, 2013

APPEARANCES

On b_;-:half of Georgia Public Service_Commission__Publig Interest Adypcacy§taf§

JEFFREY STAIR, Esq., DANIEL WALSH, Esq., and ROBIN COHEN, Esq.

Qr behalf of_ Georgia Power Cgmpanyz

KEVIN c. GREENE, Esq., BRANDON MARZO, Esq., JACK JIRAK, Esq., and STEVE
HEWITSON, Esq.

Qr behalf of Association for Fairness in Rate Making:

DAN MOORE

On b_eha1f  ̀Qr The Commercial Group:

ALAN R. JENKINS, Esq.

On behalf of Georgia Associationof I5_/Ianuf_acturers:
I
I

CHARLES B. JONES, III, Esq.
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On behalf of Georgia Industrial. Group:

RANDALL D. QUINTRELL, Esq.

On behalf cf Georgia Municipal Association:

MARCIA RUBENSHON, Esq.

Qu behalf of Georgia Solar Energv Industries Association, Inc.:

NEWTON M. GALLOWAY, Esq., TERRI M. LYNDALL, Esq., and J. CHADWICK
TORRI, Esq.

Qr;_Qehalf of Georgia Watch:

ROBERT B. BAKER, JR., Esq.

On b_eha1f of Tl1e_Kroger Company:

KURT J. BOEI-IM, Esq.

On behalf of' Metropolitan Atlanta Rapid Transit_Authority:

ROBERT B. BAKER, JR., Esq.

Dr_ beha_]f.9f Resource Supply Managqmgntr
I

JIM CLARKSON

On behalf_of Sierra Club:

ASHTEN BAILEY, Esq., and ROBERT UKEILEY, Esq.

On behalf_of Souther;_Alliance for Clean Energy:

KURT EBERSBACH, Esq., and KATIE OTTENWELLER, Esq.

On_beha1f Qr U.S. Department of Defense and other _affected Federal Executive Agencies:

KYLE J. SMITH, Esq.
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BY THE COMMISSION:

1. GEORGIA POWER COMPANY'S 2013 RATE CASE

On June 28, 2013, Georgia Power Company ("Company" or "Georgia Power") filed a
traditional electric rate case. This tiling was made pursuant to the Georgia Public Service
Commission's ("Commission") Order in Docket No. 31958, the Company's 2010 rate case. In
2010 rate case, the Commission voted to approve and issue an Accounting Order three years in
tern that was to remain in effect through December 31, 2013. The Commission ordered Georgia
Power the following regarding its next rate case filing:

By July 1, 2013, the Company shall file testimony and exhibits required in a general rate
case along with supporting schedules required by the Commission to support a
"traditional" rate case. The test period utilized by the Company in its rate case filing shall
be from August 1, 2013 to July 3 I, 2014. The Company may propose to continue, modify
or discontinue the Alternative Rate Plan. The Company shall also file projected revenue
requirements for calendar years 2014, 2015, and 2016. (Docket No. 31958, Final Order,

p- 6)

The Company's 2013 rate case filing was made in compliance with the Procedural and
Scheduling Order issued by the Commission on May 22, 2013 that identified the procedures that
were to be followed in this docket along with corresponding dates on which designated events
were set to occur with respect to the Company's filing. in the body of this same order, the
Commission, pursuant to O.C.G.A. § 46-2-25, suspended the subject matter of Georgia Power's
filing for a period of five months ending January 1, 2014. In addition, the Commission ruled that
the proceedings on the Company's filing constituted complex litigation, as that term is defined in
O.C.G.A. § 9-11-33.

The Company's 2013 rate case filing was comprised of information responsive to the
Conllnission's rule regarding Minimum Filing Requirements ("MFRs"), exhibits reflecting
Georgia Power's cost of service study, sales and revenue forecast, depreciation rates, and cash
working capital, and the testimony and exhibits, were offered, of Ron Hinson, Steven Petter,
James H. Vander Weide, Michael T. O'Slteasy, Gregory N. Roberts and the panel of Laura
Patterson and Elliot Spencer.

In addition to the Public Interest Advocacy Staff of the Commission ("Advocacy Star"f")
which has the right by statute to participate in this proceeding, intervention were filed by a
number of interested parties. These interested parties were Association for Fairness in Rate
Making ("AFFIRM"), the Commercial Group, the Georgia Association of Manufacturers
("GAM"); the Georgia Industrial Group ("GIG"), Georgia Municipal Association ("GMA"), the
Georgia Solar Energy Industries Association, Inc. ("GSEiA"), Georgia Watch, the Kroger
Company ("Kroger"); Metropolitan Atlanta Rapid Transportation Authority ("MARTA"),

Docket No. 36989
Order Adopting

Settlement Agreement
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Resource Supply Management, Sierra Club, Southern Alliance for Clean Energy ("SACE"), and
the U.S. Department of Defense and other affected Federal Executive Agencies ("DOD").

Hearings on Georgia Power's direct case in support of  its ti l ing were conducted on
October 2 and 3, 2013. Thereafter, on or about October 18, 2013, testimony and supporting
exhibits were f i led by the Advocacy Staff ; DOD; MARTA; the Commercial Group; Kroger;
GAM/GIG; AFFIRM; Georgia Watch; and GSEIA. On October 22, 2013, pursuant to the
Commission's October 17, 2013 Order Modifying Procedural and Scheduling Order, the
Advocacy Staff filed the testimony of Ralph Smith. Hearings resumed on November 5, 6 and 7,
2013, at which time the Advocacy Staff and interveners presented their respective direct cases?

On November 15, 2013 the Company filed its rebuttal testimony of Dr. Vander Weide,
Mr. Petter, Mr. Roberts, the panel of Ms. Patterson and Mr. Spencer, and the panel of John L.
Pemberton, Daniel W. Lindsey and Leslie R. Sihert. On November 15, 2013 a Settlement
Agreement was entered into by the Company and Advocacy Staff resolving the contentions
raised during the pendency of the proceeding. On November 18, 2013, the Company withdrew
the prev iously f i led rebuttal testimony and f i led the rebuttal testimony of the panel of Ms.
Patterson, Mr. Spencer, Mr. Roberts and Mr. Fetter. In its filing, the Company represented that
the Advocacy Staff and the Company had entered into a Settlement Agreement (the "Settlement
Agreement") resolv ing the issues in contention between the two parties. The Settlement
Agreement was attached to the Company's rebuttal testimony and a copy is attached hereto as
Attachment 1.

The Company presented its rebuttal case on November 25, 2013, at which time the
hearings in this matter were concluded. On December 4, 2013, parties in this" matter f iled
proposed orders and briefs.

At each phase of the hearing of evidence in this case the Commission also heard from
numerous public witnesses who expressed their v iews on the Company's application, either
individually or on behalf of specific groups

11. COMMISSION ACTION

In its rebuttal testimony, the Company introduced the Settlement Agreement designed to
resolve the issues that had been raised in this docket. The Settlement Agreement was executed on
behalf of Advocacy Staff and the Company. The following parties also either executed the
Settlement Agreement, or expressly indicated their support of the Settlement Agreement: the
Commercial Group, GAM, GIG, GMA, GSEIA, Georgia Watch, Kroger, MARTA, Resource

xBecause of significant and unexpected medical issues, Advocacy Staff Witness King was unable to appear
personally before the Commission. Mr. James Garren, an associate of Mr. King, adopted the testimony of Mr. King,
appeared before the Commission and was cross-examined. As the recommendations of Mr. King's pre-filed
testimony were factored into the terms of the Settlement Agreement, hereinafter the Commission will also refer to
the recommendations as testimony as being those presented by Mr. King.

Docket No. 36989
Order Adopting
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Supply Management, SACE and DOD. The Settlement Agreement was designed to set rates to
go into effect January 1, 2014 using a three year Alternate Rate Plan ("ARP") with an earnings
band of 10.00% to l2.00%. Rates under the accounting order would be set as described in the
Settlement Agreement with a 10.95% return on equity ("ROE"). The SettlemeNt Agreement
further prov ided for the continuation of  the Env ironmental  Compl iance Cost Recovery
("ECCR") Tariff  which will collect certain environmental costs which will be incurred by the
Company. The Settlement Agreement further provides for an increase in the municipal franchise
fee tariff pursuant to the Commission's final orders in Docket Nos. 21 I 12 and 25060, as well as
an increase in the DSM tariffs.

The Settlement Agreement also provides that the traditional base tariffs shall be adjusted
in 2015 and 2016 to recover the revenue requirements for traditional base rates, the:ECCR tariff,
the DSM tariffs, and the municipal franchise fee tariff The Settlement Agreement also provides
for continuation of the Interim Cost Recovery ("ICE") mechanism so that if at any time during
the term of the ARP the Company projects that its retail earnings will be lower than 10.00%
retai l  ROE for any calendar year,  the Company may pet i t ion the Commission for the
implementation of an ICE tariff  which would be used ro adjust the Company's ROE back to
10.00% ROE. The Settlement Agreement also requires the Company to tile testimony and
exhibits required in a general rate case along with supporting schedules red*uired by the
Commission to support a "traditional" rate case by July 1, 2016. The test period for such rate
case shall be from August 1, 2016 to July 31, 2017.

At its regular Administrative Session held on December 17, 2013, the Commission voted
to adopt the Settlement Agreement.

E_INDINGS__OF FACT

1.

The Commission finds that the resolution of the matters raised in this docket, as provided
in the Settlement Agreement is appropriate and is in the best interest of the State of Georgia. It is
supported by testimony and other evidence in the record and will result in just and reasonable
rates. In discussing the individual components of the Settlement Agreement, the Commission
remains mindful that the Settlement Agreement reflects a compromise among a large number of
parties with disparate interests, and that the Settlement Agreement must be considered as a
whole. It is plain from reviewing the resolution that no party to the proceeding, including every
party that signed on to the Settlement Agreement, prevailed on every issue. However, the
Settlement Agreement offers a fair resolution to the full range of issues presented in this docket.
It is recognized that in all probability neither the Company, Advocacy Staff nor any of the parties
that signed on to the Settlement Agreement would agree in isolation to the resolution of a
specific issue that is contrary to the position taken by that party. The Commission notes that
such a significant number of the parties represented in this proceeding have signed on to the
Settlement Agreement, including the overwhelming majority of the parties that sponsored

Docket No. 36989
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12.

The Settlement Agreement also provides that the Supplemental Power Service ("SPS")
tariff will be withdrawn. As originally proposed by the Company, the SPS tariff would apply to
all customers that install and utilize any self-generation (other than emergency generation used
during power outages) of  any size uti l ized af ter January 1, 2014 and require a source of
supplementary power, including all residential and small commercial customers that install a
small solar panel on their roof in order to reduce their electricity purchases lion Georgia Power.
(Tr. 1475)

The Commission finds that withdrawal of the SPS tariff is reasonable. As Staff witnesses
Watkins and Barber testified, the amount of solar currently installed in Georgia Power's territory
is relatively small, and the Company has not projected or prov ided any ev idence that the
installation of self-generation systems will grow substantially over the next few years. (Tr. 1479)
As such, the Commission has sufficient time to give the proper attention to this important policy
decision which will guide the installation of distributed generation systems throughout the state.
In addition, while most of the discussions around the country have focused on the shifting of
costs and revenue collection associated with solar customers engaged in net metering, the
Company's proposed SPS tari f f  would apply to ai l  supplemental  sel f -generation and is
specifically tailored and applicable to those customers that install supplemental self-generation
behind the meter and do not sel l  energy into Georgia Power's grid. (Id.) Final ly, the
Commission will soon investigate and approve avoided cost amounts to be used in the pricing for
the 525 MW of additional Advanced Solar Initiative solar. As the Company wil l  employ a
similar methodology to calculate the avoided costs to be used for the pricing for both the Utility
Scale and distributed generation programs as was used in the avoided costs determinations for
the SPS capacity charge, the Commission finds that it is appropriate to defer this issue to a fixture
time.

13.

The Settlement Agreement prov ides that the Low Income Senior Discount wil l  be
increased by an amount sufficient to offset the impact of the rate increases specif ied in the
Settlement Agreement up to an amount no greater than $18.00. In its rebuttal testimony, the
Company testif ied that in order to help mitigate the impact of the rate increase on its most
vulnerable customers over the term of the Settlement Agreement, the Low Income Senior
Discount will be increased from the current $14.00 to $18.00. (Tr. 2278) The Commission finds
that the increase in the Low Income Senior Discount is reasonable, in the public interest and will
offset in part the rate increases specified in the Settlement Agreement.

14.

The Settlement Agreement also requires the Company to further investigate the need for,
and costs associated with, providing hourly usage information to all of its metered customers.
The Company is required to f ile this infonnation within six months of the f inal forder in this

Docket No. 36989
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the utility's proposed effective date of the rates. After the initial filing and until
new rates go into effect, the utility shall file actual cost of service data as they
become available for each month following the actual data which were filed. The
utility shall have the burden of explaining and supporting the reasonableness of all
estimates and adjustments contained in its cost of service data.

(o.c.G.A. §46-2-26.1(b))

Georgia Power filed the requisite data on the basis of a test period, and the Settlement
Agreement uses the test period as a starting point and then makes necessary and appropriate
adjustments to reflect operations during the 12 months following the utility's proposed effective
date of the rate. The test period data serves as the benchmark from which adjustments are made
for each year of the Alternative Rate Plan. This methodology is consistent both with the statute
and with Commission precedent in rate case proceedings dating back to 1998.

3.

The rates resulting from the Settlement Agreement are fair, just and reasonable. By
adopting the Settlement Agreement, the Commission retains its jurisdiction to ensure that the
Company's rates are fair, just and reasonable.

4.

The remaining terms and conditions of the Settlement Agreement are reasonable and
appropriate. By adopting the Settlement Agreement, the Commission adopts a reasonable
resolution of the remaining issues in this docket.

5.

The Commission retains its jurisdiction to ensure that the Company abides by and
implements the rates, terns and conditions set forth in the Settlement Agreement adopted herein,
and to issue such further order or orders as this Commission may deem proper.

III. ORDERING PARAGRAPHS I

WI-IEREFORE, IT IS ORDERED, that the Settlement Agreement shall be and the
same hereby is adopted, that its terms and conditions are fully incorporated herein, and that
Georgia Power Company shall comply with said terms and conditions.

ORDERED FURTHER, that the terns and conditions set forth in the Settlement
Agreement are just and reasonable and shall take effect for service rendered from and after
January 1, 2014. .

Docket No. 36989
Order Adopting
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ORDERED FURTHER, that the tariffs implemented by Georgia Power to implement
the aforesaid annual rate increase in the years 2014, the adjustments contemplated in 2015 and
2016, as well as the terms and conditions of the Settlement Agreement shall be subject to review
by the Commission to ensure that such tariffs, as implemented, are proper adjust.

ORDERED FURTHER, that for purposes of the rate increase in the year 2014, Georgia
Power shall file compliance tariffs within 30 days of the issuance of this Order, reflecting rates to
implement the rate increases ordered herein. These tariffs shall reflect the rate allocations
adopted in this Order, and shall be subject to the Commission's review for final approval.

ORDERED FURTHER, that for purposes of the rate adjustments specified in Section 6
of the Settlement Agreement, the Company shall make compliance filings of the updated tariffs
at least 90 days prior to the effective date of the tariffs. Compliance filings shall be served upon
all parties of record to this proceeding. Upon receipt of such compliance filing, parties may offer
input relative to the filing to the Commission.

ORDERED FURTHER, that all findings, conclusions and decisions contained within
the preceding sections of this Order are adopted as findings of fact, conclusions of law, and
decisions of regulatory policy of this Commission.

ORDERED FURTHER, that jurisdiction over this proceeding is expressly retained for
the purpose of entering such further order or orders as this Commission may deem proper.

ORDERED FURTHER, any motion for reconsideration, rehearing, or oral argument
shall not stay the effectiveness of this order unless expressly ordered by the Commission.

The
December

above by action of the Commission in Administrative Session on the 17th of

/ 44
Reece McAlister
Executive Secretary

Chuck Eaton
Chairman

I;»238'~/3 Ig2l2} 1/
Date Date
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SETTLEMEl\§_T AQREEMENT
Georgia Power Company's 2013 Rate Case

Docket No.36989

Georgia Power Company ("Georgia Power" or the "Company") and the undersigned stipulating
parties agree to the following Alternate Rate Plan ("ARP"), which shall commence January 1,
2014 and shall continue through December 31, 2016. The ARP shall consist of the following
terms:

1. Effective January I, 2014, Georgia Power shall (1) increase its traditional base rate tariffs
by S79.555 million, (2) collect an additional $1.464 million through the Demand Side
Management ("DSM") tari8ls, and as adjusted based on the DSM True up process agreed
to by the Company and Staff; (3) collect an additional 325.076 million through the
Environmental Compliance Cost Recovery ("ECCR") tariff and (4) collect an additional
2.18% of the Company's total revenues through the Municipal Franchise Fee ("IvIFF")
tariff; which dollar amount will change as total revenues change as allowed by this ARP
'm paragraph 6 below, as well as with any iilture Fuel Cost Recovery ("FCR") changes
and future Nuclear Construction Cost Recovery ("NCCR") changes.

2. The Company's retail revenue requirement was calculated using a total return on
investment ("ROI") of '7.7l%, which incorporates a 50.84% equity level and a return on
equity ("ROE") of l0.95%. For Annual Surveillance Reporting ("ASR") purposes,
beginning January 1, 2014, the earnings band shall be set at 10.0% to 12.0% ROE and the
Company shall report earnings based on the actual historic cost of debt and capital
structure. The Company will not file a general rate case unless its calendar year retail
earnings are projected to be less than 10.0% ROB. Any retail earnings above 12.0% ROE
will be shared, with two thirds being directly refunded to customers, allocated on a
percentage basis to all customer groups including RTP incremental usage, and the
remaining one-third retained by the Company.

3. The Company will file its ASR by March 15th of the following year.

4. For book accounting and ASR puljposes, the schedule for the Nuclear Decommissioning
Trust » Tax Funding (reference the attached "Proposed Supplemental Order - Nuclear
Decommissioning Costs") shall be approved.

5. The Company's filing, including its application to increase base rates, will be approved
as filed with the following reductions to revenue requirement, which have been agreed to
for the purposes of settlement and compromise and have been reflected in the tariff
adjustments noted in Paragraph 1 above and are detailed in Exhibit A. (Note that the
impacts of such changes on the MFF tariff are reflected separately in Paragraph (j)
below):

Page 1of 6
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19. The Company will implement the Pre-pay program according to the timeline set forth in
the Company's response to STF-5-2 and will notify the Commission if any circumstances
arise that will delay implementation of the program.

20. The SPS Tariff will be withdrawn.

21. The Low Income Senior Discount will be increased to by an amount sufficient to offset
the impact of the rate increases specified in this agreement up to an amount no greater
than $18.00.

22. The Company will further investigate the need for, and costs associated with, providing
hourly usage information to all metered customers. The Com pany wi l l  f i le th is
information within six months of the final order in this docket. The Commission will
then provide further guidance on the issues of whether such a program should be
implemented.

23.In conjunction with the ongoing level of review analysis required for in provisions

Paragraphs 3, 7, 8 11, 19, and 22 Georgia Power Company shall pay for any reasonably

necessary expert assistance to the Commission Staff in an amount not to exceed $200,000

annually. The amounts paid by Georgia Power to pay for this expert assistance shall be

deemed a necessary cost of providing service and the Company shall be entitled to
recover the full amount of any costs charged to the utility pursuant to 0.C.G.A. 46-2-33.

24. By July 1, 2016, the Company shall tile testimony and exhibits required in a general rate
case along with support ing schedules required by the Commission to support a
"traditional" rate case. The test period utilized by the Company in its rate case filing
shall be from August 1, 2016 to July 31, 2017. The Company may propose to continue,
modiiil or discontinue this Alternate Rate Plan. The Company shall also file projected
revenue requkements for calender years 2017, 2018, and 2019.

Agreed to this / K of Novcrnber, 2013-

r

.

gpKb-ét f 6.301

Hal Efthe corgi Public Service Commission
Publi6'IHtcr tAdv0cacy Sta

la ewer Company

.fAddi_tip_na_l§i2natux°es .on Next Page I
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Exhibit WAM-12: Excerpt from Kansas Corporation Commission,

Docket No. 15-WSEE-115-RTS, In the Matter of the Application

of Westar Energy, Inc. and Kansas Gas and Electric Company to

Make Certain Changes in Their Charges for Electric Service,

Order Approving Stipulation and Agreement
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2015.09.24 10% -4?=44
Kansas Corpuratic~n I3cmmiss1c»n

THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Shari Fast Albrecht, Chair
Jay Scott Emlen
Pat Apple

In the Matter of the Application of Wcstar
Energy, Inc. and Kansas Gas and Electric
Company to Make Certain Changes in Their
Charges for Electric Service

)
)
)
)

Docket No. 15-WSEE-115-RTS

ORDER APPROVING STIPULATION AND AGREEMENT

1.
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Introduction 2
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Jurisdiction, Authority and Legal Standards........................

Profiled Testimony and Other Documents...,................
nuns ons: 5

:

!
I D. ¢qqq¢ll1ll»lo»lll»l¢¢\Q\§\¢¢¢\»¢l 8

E.

Public Hearings and Comments...............

Evidentiary Hearings and Administrative Notice
9100010 1901

11. p*l LilStipulation and Agreement.. M 10001 41 wt

A.
12

12

B.

Agreement and Addendum

Provisions of the Stipulation and Agreement 13

Standard of Review........
lIQ»oll¢¢

1.

27
2.

l ..29
83
.36

Was there an opportunity for the opposing party to be heard on the reasons tor
opposition to the Stipulation and Agreement?..........

Is the Stipulation and Agreement supported by substantial competent evidence in the
record as a whole?...... . .

Does the Stipulation and Agreement conform with applicable law?

Does the Stipulation and Agreement result in just and reasonable rates?...

Are the results of the Stipulation and Agreement in the public interest, including the
interest of customers represented by any party not consenting to the agreement?

III. Abbreviated Rate Case...............

3.

4.

5.

Ii
40

»| ION I¢4 101
IV. Generic Docket..............

V. Findings and Conclusions
moan > 44

wn»lo¢o¢oo0l0loo 5

f

c.

\ II



collectively referred to as the "Joint Movants" filed a Joint Motion to Approve Stipulation and

Agreernent.4l

31. Upon the filing of the S&A, Wester reached out to the Solar Parties.42 The Solar

Parties indicated that although they could file formal comments indicating their disagreement

with certain provisions of the S&A, if certain changes were made to paragraph 39 of the S&A,

the Solar Parties would agree not to oppose the S&A.43 As a result of this, Westar proposed

these changes in the Unopposed Addendum.44 Westar received confirmation that no party to the

docket objected to the filing of the Unopposed Addendum.45

B. Provisions of the Stipulation and Agreement

32. The S&A begins with a recitation of the Joint Movant's initial positions.46 As

described above, the entirety of the terms contained within the S&A, described below, have been

unanimously subscribed to by the Joint Movants to the S&A.47 Additionally, the terms of the

S&A are not opposed by any of the Solar Par1ies.48

33. Stipulated Revenue Requirement: The Joint Movants propose that Westar's net

overall annual revenue increase should be set at $78,000,000.49 This revenue requirement does

. . . . 50
not include costs recoverable through Commlsslon-approved riders.

Rebasinu: The Joint Movants propose that Wester roll into base rates the existing

balance in the Environmental Cost Recovery Rider (ECRR), including the amount updated in

*' See s&A.
Hz Unopposed Addendum at 2.
43 ld.
44 See id. at 2-3 .
45 See id ate.
of. s&A at 2-3.
47 See id.
48 Unopposed Addendum at 3.
49 s&A at 1112.
50 ld

34.
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l l Illll I _ll



June, 2015, and the existing balance in the property tax surcharge and allocate the discount

provided to Interruptible Service Rider (ISM) customers to the other customer c1asses.51 By

including the roll-in of the ECRR, property tax surcharge, and allocation of the ISM discount, the

total base revenue requirement increase is $185,100,000.52 These debasing amounts to be rolled

into base rates are reflected in Appendix A to the S&A.53

35. Rate case expense: The Joint Movants propose that rate case expense in excess of

the actual amount included in Staffs filed revenue requirement should be trued up at the end of

the case to the actual amount of rate case expense incurred and be added to the agreed-upon

revenue requirement.54 Westar agreed to submit these expenses to Staff for review within 14

days of the close of the record in this case.55 Staff reports that Wester's total rate case expense is

$1,536,649. Of that amount, Staff and CURB costs account for $493,631. This adjustment for

rate case expense causes an increase in the revenue requirement of $225,264.

36. Bad debt expense: The Joint Movants propose that bad debt expense in excess of

that included in Staffs filed revenue requirement recommendation be calculated as .43% of the

net increase in revenue requirement and be added to the stated net increase in revenue

requirement.56 When the Joint Movants drafted the S&A using the agreed-upon revenue

requirement increase described above, before accounting for the increase in rate case expenses

the bad debt expense amounted to $86,700.57 Using the revised rate case expense indicated by

Staff, the bad debt expense now totals $87,658.

al [4. at 1I 13.
52 14 at'[[ 13.
53 [11. at 11 13; s&A at Appendix A.
*' s&A at 1114.
55 ld.
56 ld. at 1I 15.
" m m w 5
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37. Inclusion of Pension and_Other Post Employment Benefit (OPEB) Expense: The

Joint Movants propose that the $78,000,000 net increase in the annual revenue requirement

include a $5,000,000 increase in Pension and OPEB expense from Staff's tiled position as stated

in the Direct Testimony of Bill Baldly."

38. Nuclear_ Decommissioning Trust Fund: The Joint Movants propose that Westar

utilize Staffs recommendation as stated in the Direct Testimony of Staff Witness Adam

Gatewood regarding the appropriate funding level for Westar's nuclear decommissioning trust

fund, e.g. $5,772,700.59

39. Analog Meter _Regulatory Asset: As Wester retires analog meters between

October 28, 2015, and the effective date of rate changes in Westar's next general rate case, the

Joint Movants proposed that Westar place the unrecovered investment in a retired analog meter

regulatory asset.60 The Joint Movants propose Wester be permitted to amortize the balance of the

regulatory asset account over five years and recover that amortization amount in the base rates

established in Westar's next general rate case.6l No return on the regulatory asset will be

al1owed.62 The Joint Movants agree that this particular ratemaking treatment should have no

precedential va1ue.63

40. Discontinuance of Environmental Cost Recovery Rider: The Joint Movant's

propose that Westar's ECRR should be discontinued.64 The Joint Movants agree that Wester

I
I

would do a final update of environmental costs for 2015 that would have been recovered through

1

as 111 at 116.
59 Direct Testimony of Adam Gatewood Direct on Behalf of Commission Staff at 70 (Jul. 9, 2015); S&A at ii 17.
so s&A at 1118.
"' ld. a11l 18.
so ld. at 1 18.
6:1 1:1. at 118.
64 ld. at11 19.
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the ECRR previously noticed to the Commission, and roll them into base rates established in a

proposed abbreviated rate case discussed below.65

41. Grid Resiliency: The Joint Movants propose that Wester be permitted to recover

up to $50,000,000 of capital investment in grid resiliency improvements completed between

October 28, 2015, and March 1, 2017, consistent with improvements proposed as part of the

Electric Distribution Grid Resiliency (EDGR) program discussed in the Direct Testimony of

Westar witness Bruce Akin and the report sponsored in Westar witness Jeffrey Cummings'

Direct Testimony.66 Plant in-service, less the associated accumulated depreciation and deferred

income taxes, would be reflected in rates as a result of the abbreviated rate case discussed below.

Westar will work with Staff to develop a process for periodic reporting regarding the investments

being made and periodic meetings to provide updates and discussion on such investments.67

42. RENEW TariftE The Joint Movants propose the Commission approve Westar's

proposal as discussed in the Direct Testimony of Wester witness Chad Luce to change the

pricing of the RENEW tariff to $0.25 per 100 KWh block,68 a reduction to 1/4 of the current

rate.69

43. Wind Capacity Programs: The Joint Movants propose the Commission approve

Wester's Wind Energy and Wind Capacity Programs discussed in the Direct Testimony of

Westar Witness Chad Luce with the modification to the calculation of avoided cost agreed to in

the Rebuttal Testimony of Wester Witness John w01fram."0 Specifically, the avoided cost for

customers participating in these programs shall be Wester's Retail Energy Cost Adjustment

I

as

y
I

I

as rd. at ii 19.
as S&A at 1]20; See Direct Testimony of jeffrey W. Cummings on Behalf of Wester Energy, exhibit .IC-1,
amended (Jun. 10, 2015).
67 s&A at 1120.
es pa. at 1121.
69 Direct Testimony oflchad Luce on Behalf of Wester Energy, 13 (Mar. 2, 2015).
10 s&A at ii 22.
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(RECA) rate increased by 5% of the [Medium General Service] base energy charge. The Joint

Movants agree to add language to the RECA tariff to allow the revenues and costs from the

program to be included in the RECA calculation."

44. Solar Energy & Capacity Tariff: The Joint Movants propose the Commission

approve Wcstar's solar energy and solar capacity tariff as described in the Direct Testimony of

Chad Luce with the following conditions: (1) Westar will require the initial subscription of a

solar project to equal 100% of the capacity of the project before beginning construction; (2) the

minimum size for Westar's solar projects under this program shall be 1 MW, and, (3) the rates

charged to initial participants will cover 100% of the direct costs of the project.72

45. Residential Stability Plan and Residential Demand Plan: The Joint Movants agree

that Westar will not implement these proposed tariffs at this time."

46. Community Solar: The Joint Movants agree that Wester will not implement the

Community Solar program discussed in the Direct Testimony of Hal Jensen at this time.74

47. Subdivision__Policy: The Joint Movants propose that the Commission approve the

subdivision policy changes in the Direct Testimony of Westar witness Mike Heim (increasing

the allowance given to developers for residential subdivisions for the overhead distribution

system from $30,000 to $40,000).75

48. Street Lighting (SL). Private Area Lighting (PAL), Restricted Institution Time of

Day (RITODS): The Joint Movants propose the Commission approve the changes in the Direct

72
ex ld. at 1122.

ld. at 1123.
73 ld. at 1124.
1.1 ld. at 1125.

vs Direct Testimony of Mike Heim on Behalf of Westar Energy,
at 1126.
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Exhibit WAM-13: Excerpt from Montana Public Service

Commission, Docket No. D2015.6.51, in the Matter of the

Application of Montana-Dakota Utilities Co. for Authority to

Establish Increased Rates for Electric Service in the State of

Montana, "Stipulation to Withdraw Proposed Demand Charge

for Residential Net Metering Customers
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Service Date: November 18, 2015

DEPARTMENT OF PUBLIC SERVICE REGULATION
BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MONTANA

IN TI-[E MATTER of the Application of Montana-Dakota )
Utilities Co. for Authority to Establish Increased rates for )
Electric Service in the State of Montana )

UTILITY DWISION
DOCKET NO. D2015.6.51

STIPULATION TO NARROW SCOPE OF RATE FILING TO WITHDRAW
PROPOSED DEMAND CHARGE FOR RESIDENTIAL NET METERING

CUSTOMERS

WHEREAS

The Alliance for Solar Choice ("TASC") and Montana-Dakota Utilities Co. ("MDU")

have reached an agreement to narrow the scope of MDU's proposed rate filing and thereby

reduce the number of issues to be addressed in testimony and evidentiary hearings.

WHEREFORE, MDU AND TASC AGREE TO THE FOLLOWING ACTIONS IN THIS
PROCEEDING:

MDU agrees to strike all testimony and proposed tariff revisions that relate to a proposed

demand charge for residential net metering customers. The material to be deemed

stricken and withdrawn by this Stipulation is:

Testimony of Tamie Aberle, page 7, line 5 through page 8 line 23 ;

The tariff changes proposed as presented on Volume 4, 1" Revised Sheet No. 44

through IS( Revised Sheet No. 44.2, entitled "Net metering Service Rate 92, in

Appendix B to the Application for Authority to Establish Increased Rates for

Electric Service dated June 24, 2015;

b.

a.
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c. The reference to the above taritTrevisions at pages 3 and 4 of MDU's Application

for Authority to Establish Increased Rates for Flectric Service dated June 24.

2015;

2. MDU agrees that it will not in this proceeding seek to create a new rate class for or to

impose a demand charge on customers with behind the meter generation and will not seek

or apply any charges (including customer charges) which are different from those

applicable to other customers in the same rate class.

3. TASC agrees that it will not file testimony in this proceeding and will withdraw its data

requests.

4. ' l `Asc plans to assume a monitoring role in this proceeding and reserves the right to file

rebuttal or reply testimony if residential demand charge or any other charge specific to

customers with behind the meter generation is raised by another party to the proceeding.

5. TASC reserves the right to object to any settlement which would have the eftbct

described in the paragraph above.

6. The other interveners in this matter have been contacted and do not object to this

Stipulation. /'

I

l

*Michael teen

Crowley, Fleck PLLP
900 n. Last Chance Gulch Suite 200
P.O. Box 797
Helena MT 59624-0797
406-449-4165
MGREEN(8;CROWLEYFLECK.CIOM
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David Wooley
Keyes, Fox & Weidman LLP
436 14"'Street, Suite 1305
Oakland CA 94612
5 l 0-3 l 4-8207
dwoolcv@gmial.con1

Chuck Macdraw
501 8"' Ave.
Helena, MT 5960 l
406-461 -3696
c.magraw@bresnan.net

COUNSEL FOR THE ALLIANCE FOR SOLAR
CHOICE (TAS)
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CERTIFICATE OF SERVICE

I hereby ccnify that 011 November 18, 2015, the foregoing was served via electronic and U.S.
mail on :

Mr. Will Rosquist
Utility Division
Montana Public Service Commission
1701 Prospect Avenue
PO Box 20260 l
Helena, MT 59620-260l
w1osquist@mLgov

Charles Macdraw
501 8th Ave
Helena,MT 5960 l
c.magraw@bresl1an.net

Thorvald A. Nelson
Nikolas S. Stoffel
Holland & Han LLP
6380 South Fiddlers Green Circle
Suite 500
Greenwood Village, CO 80] l I
tnelson@hollandharI.com
nsstoffel@hollandhart.com

David Wooled
Keyes, Fox & Wiedman LLP
436 l 4th Street, Suite 1305
Oakland, CA 94612
dwooley@kfwlaw.com

Albeit Clark
142Buccaneer Drive
Leesburg, GL 34788
aclarkl 54@yahoo.com

Kelly Crandall
Keyes, Fox & Wiedman LLP
1400 16th St
16 Market Square. Suite400
Denver, CO 80202
kcrandall@kfwlaw.com

Jack Pois
14 Shell Avenue SE
Ft. Walton Beach, FL 32548
jpous@ducinc.net

John Wilson
J W Wilson & Associates Inc.
160] N. Kent Street, Suite1104
Arlington, VA 22209-2105
john@jwwa.com

Electronic Service Only :
ppcnn@hollandhart.com
aclec@hollandh ._com
cm1ayers@holl dhart.co

I

Robert Nelson
Monica Tranel
Montana Consumer Counsel
I l I North Last Chance Gulch, Suite IB
Box 201703
Helena, MT 59620-1703
1.obneIson@mt.gov
mtranel@mt.gov
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Exhibit WAM-14: Excerpt from South Dakota Public Utilities

Commission, Docket No. EL14-026, in the Matter of the

Application of Black Hills Power, Inc. forAuthority Increase its

Electric Rates
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BEFORE Tm: PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION
OF BLACK HILLS POWER, INC. FOR
AUTHORITY TO INCREASE ITS ELECTRIC
RATES

)
)
)
)
1

SETTLEMENT STIPULATION

EL14-026

It is hereby stipulated and agreed by and among Black Hills Power, Inc. ("Applicant" or

"Black Hills Power") and the South Dakota Public Utilities Commission Staff ("StalT") (jointly

"Party" or "Parties"), that the following Settlement Stipulation ("Stipulation") may be adopted

by the South Dakota Public Utilities Commission ("Commission") in the above-captioned

matter. In support of its Application for Authority to Increase its Electric Rates ("Application"),

Applicant does hereby offer this Stipulation, the Application and all supporting materials fila

March 31, 2014, and thereafter. The Parties offer no answering testimony or exhibits,

conditioned upon the Commission accepting the following Stipulation without any material

condition or modification.

I. INTRODUCTION

On March 31, 2014, Black Hills Power filed with the Commission the aforementioned

Application through which it requested authority to increase annual revenues by approximately

$14.6 million.

On June 6, 2014, GCC Dacotah, Inc., Pete Lien & Sons, Inc., Rushmore Forest

Products, Inc., Spearfish Forest Products, Inc., Rapid City Regional Hospital, and Wharf

Resources (U.S.A.), Inc. (collectively "BHIl") Sled a Petition to Intervene. On the same date,

1



4)

5)

relating to this Stipulation as precedent in any other current or fixture rate

proceeding or any other proceeding before the Commission.

The Parties to this proceeding stipulate that all profiled testimony, exhibits, and

workpapcrs will be made a part of the record in this proceeding. The Parties

understand that if this matter had not been settled, Commission Staff would

have filed direct testimony and Black Hills Power would have tiled rebuttal

testimony responding to certain of the positions contained in the testimony of

Commission Staffs

It is understood that Commission Staff enters into this Stipulation for the

benefit of all of Black Hills Power's South Dakota customers affected by this

docket.

Ill. ELEMENTS DF THE SETTLEMENT STIPULATION

Revenue Requirement

The Parties agree that the total revenue deficiency is $6,890,'746. The Pres agree that

Black Hills Power's tariffs will be designed to produce an increase in annual base rate levels of

$6,890,746 or approximately 4.35% of total retail revenues at existing rates based on a South

Dakota jurisdictional retail revenue requirement of $l65,l22,614. The Parties agree to a 7.76%

rate of return on rate base.

Tariffs

The Parties have agreed to revised tariffs and those tariffs are attached as Exhibit l to

this Stipulation for presentation to the Commission.

The Parties agree that the rate design to be set forth in the revisions to Blac.k Hills

Power's tariffs are just and reasonable and provide for the movement of each customer class

1.

4
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toward its associated cost of service. The Parties agree that the increase in rates for electric

service will be allocated to the affected rate classes resulting in increases as shown on attached

Exhibit 2. The Parties agree that the rates agreed to by the Parties result in just and reasonable

rates for all of Black Hills Power's South Dakota customers.

The Parties agree that the revised rate schedules shall be implemented for service

rendered on and after March l, 2015, with the bills prorated so that usage prior to October I,

2014, is billed at the previous rates, and usage on and after October 1, 2014, is billed at the new

rates.

3. Interim Rate Refund

Interim rates were implemented on October 1, 2014. Approval of this Stipulation will

authorize a rate increase less than the interim rate level in effect. Black Hills Power agrees to

refund customers a portion of the interim rates collected during the period October l, 2014,

through the effective date of new rates, plus interest. Attached hereto as Exhibit 3 is the Interim

Rate Refiand Plan. The form of the Customer Notice is attached hereto as Exhibit 4.

4. Depreciation Expense

The Parties agree that the depreciation lives and rates presented in this rate case will be

the ones in effect with the approval of this Stipulation. The depreciable life of the Cheyenne

Prairie Generating Station is 40 years with a depreciation rate of 2.98%.

Decommissioning Expense

The Parties agree that the total company decommissioning cost of $9,930,958 is

included in the Decommissioning amortization identified in the 10"' element of the Stipulation

below and included in the revenue requirement. This amount includes the cost of

decommissioning the Ben French, Neil Simpson I, and Osage coal-fired generation facilities,

5.

5
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SOUTH DAKOTA ELECTRIC RATE BOOK

RESIDENTIAL SERVICE
RATE DESIGNATION . R

_Page_1 off _

Section No. 3
Fifteenth Revised Sheet No. 1

Replaces Fourteenth Revised Sheet No. 1

RESIDENTIAL SERVICE

AVAILABLE

At points on the Company's existing secondary distribution lines supplied by its interconnected
transmission system within Butte, Custer, Fall River, Lawrence, Meade, and Pennington counties of
South Dakota.

APP4CAB4

To a single-family private dwelling unit supplied through one meter for all domestic use including
lighting, cooking, and other household uses.

This schedule is not applicable to a residence that is used for commercial, professional, or another
gainful enterprise, however, if the domestic use can be separately metered, this schedule is
applicable to the metered domestic portion of energy use.

A single-family dwelling in which four sleeping rooms or more are rented or are available for rent, is
considered non-domestic and the applicable General Service Rate shall apply.

CHARACTER OF SERVICE

Alternating current, 60 hertz, single phase, at nominal voltages of 120 or 120/240 volts.

NET MONTHLY BILL

Rate
Customer Charge $9.25

Energy Charge All Usage at $0.09989 per kph

(R)

(R)

M_in[mum The Customer Charge

Date Filed; December 8. 2014
Docket: EL14-026

By: Marne Jones
Director of Regulatory Services

Effective Date:March 1, 2015
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Black Hills Power, Inc.
Rapid City, South Dakota

Rate Code 10 (SD710)

SOUTH DAKOTA ELECTRIC RATE BOOK

RESIDENTIAL SERVICE
RATE DESIGNATION s R
Page 2 of 2

Section No. 3
Thirteenth Revised Sheet No. 2

Replaces Twelfth Revised Sheet No. 2

RESIDENTIAL SERVICE

COST ADJUSTMENT

The above schedule of charges shall be adjusted in accordance with the applicable Cost Adjustment
tariffs in Section No. AC, Tariff Sheet No. 11.

(T)

When the billing period includes a change in the charges of an above referenced Cost Adjustment
tariff, the customer's bill shall be prorated accordingly.

PAYMENT

Net monthly bills are due and payable twenty days from the date of the bill, and after that date the
account becomes delinquent. A late payment charge of 1.5% on the current unpaid balance shall be
calculated and included as part of each monthly billing. A non-sufficient funds charge of $15.00 shall
apply to process a payment from a customer that is returned to the Company by the bank as not
payable. If a bill is not paid, the Company shall have the right to suspend service, providing ten (10)
days written notice of such suspension has been given. When service is suspended for nonpayment
of a bill, a Customer Service Charge will apply.

TER_MS AND CO_NDITIONS

1.
2.

Service will be rendered under the Company's General Rules and Regulations.
Service provided hereunder shall be on a continuous basis. Customers requesting service for
cottages or cabins if discontinued and then resumed within twelve months after service was first
discontinued shall pay all charges that would have been billed had service not been discontinued.
Company-approved water heaters shall have a tank capacity of not less than 30 gallons and an
electric capacity of not more than 4,500 watts at 240 volts. If two elements are used, interlocking
controls are required to prevent simultaneous operation.
The Company reserves the right to limit electrical demand during time of the Company's peak
load.

TAX ADJUSTMENT

Bills computed under the above rate shall be adjusted by the applicable proportionate part of any
impost, assessment or charge imposed or levied by any governmental authority as a result of laws or
ordinances enacted, which is assessed or levied on the basis of revenue for electric energy or service
sold, and/or the volume of energy generated and sold.

Date Filed: March 31. 2014
Docket: EL14-026

By: Marne Jones
Director of Regulatory Services

Effective Date:October 1. 2014

4.

3.

Lu



Exhibit 1

14;
-;.;---g Black Hills Power, Inc.

Rapid City, South Dakota
Rate Code 12 (SD712)

anacuuasfuwer

SOUTH DAKOTA ELECTRIC RATE BOOK

TOTAL ELECTRIC RESIDENTIAL SERVICE
RATE DESIGNATION . RTE
Page 1 <12

Section No. 3
Fifteenth Revised Sheet No. 3

Replaces Fourteenth Revised Sheet No. 3

TOTAL ELECTRIC RESIDENTIAL SERVICE

AVAILABLE

At points on the Company's existing secondary distribution lines supplied by its interconnected
transmission system within Butte, Custer, Fall River, Lawrence, Meade, and Pennington Counties of
South Dakota.

APPLICABLE

To a single-family private dwelling unit supplied through one meter for all domestic use, including
lighting, cooking, household electrical appliances, water heating, space heating, and air conditioning,
where electric service is the only source of energy for the dwelling unit, except energy provided by
wood burning fireplaces used primarily for aesthetic purposes.

This schedule is not applicable to a residence which is used for commercial, professional or any other
gainful enterprise, however, if the domestic use can be separately metered, this schedule is
applicable to the metered domestic portion of energy use.

A single-family dwelling in which four sleeping rooms or more are rented or are available for rent, is
considered non-domestic and the applicable General Service rate shall apply.

CHARACT_ER OF SERVLIE

Alternating current, 60 hertz, single phase, at a nominal voltage of 120/240 volts.

NET MONTHLY BILL

Rate
Customer Charge $12.00

Energy Charge

(R)

(R)

Minimum

All usage at $0.07529 per kph

The Customer Charge

Date Filed:December 8.2014
Docket: EL14-026

By: Marne Jones
Director of Regulatory Services

Effective Date:March 1. 2015
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Black Hills Power, Inc.
Rapid City, South Dakota

Rate Code 12 (sD712)
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SOUTH DAKOTA ELECTRIC RATE BOOK

TOTAL ELECTRICAL RESIDENTIAL SERVICE
RATE DESIGNATION . RTE
Page 2 of 2

Section No. 3
Thirteenth Revised Sheet No. 4

Replaces Twelfth Revised Sheet No. 4

TOTAL ELECTRIC RESIDENTIAL SERVICE

COST ADJUSTMENT

The above schedule of charges shall be adjusted in accordance with the applicable Cost Adjustment
tariffs in Section No. 3C, Tariff Sheet No. 11.

(T)

When the billing period includes a change in the charges of an above referenced Cost Adjustment
tariff, the customer's bill shall be prorated accordingly.

PAYMENT

Net monthly bills are due and payable twenty days from the date of the bill, and after that date the
account becomes delinquent. A late payment charge of 1.5% on the current unpaid balance shall be
calculated and included as part of each monthly billing. A non-sufficient funds charge of $15.00 shall
apply to process a payment from a customer that is returned to the Company by the bank as not
payable. If a bill is not paid, the Company shall have the right to suspend service, providing ten (10)
days written notice of such suspension has been given. When service is suspended for nonpayment
of a bill, a Customer Service Charge will apply.

TERMS AND CONDITIONS

1.
2.
3.

Service will be rendered under the Company's General Rules and Regulations.
Service provided hereunder shall be on a continuous basis.
Company-approved water heaters shall have a tank capacity of not less than 30 gallons and an
electric capacity of not more than 4,500 watts at 240 volts. If two elements are used, interlocking
controls are required to prevent simultaneous operation.
The Company reserves the right to limit electrical demand during time of the Company's peak
load.

TAXADJUSTMENT

Bills computed under the above rate shall be adjusted by the applicable proportionate part of any
impost, assessment or charge imposed or levied by any governmental authority as a result of laws or
ordinances enacted, which is assessed or levied on the basis of revenue for electric energy or service
sold, and/or the volume of energy generated and sold.

Date Filed:March 31, 2014
Docket: EL14-026

By: Marne Jones
Director of Regulatory Services

Effective Date:October 1, 2014
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SRP Board Approves Reduced Price Increase

FOR IMMEDIATE RELEASE

Cuts Increase for First Full Year and Approves Self-Generation Price Plan with Extended

Grandfathering Period for Existing Solar Customers

Media resources

Additional information and resources are
available:

•

•

Watch this video to learn more about
the er1erg.y_g@

More information about pricing
process at srl;prices.com

Following an extensive three-month public process, Salt River Project's publicly elected

Board of Directors today approved changes in price plans effective with the April 2015

billing cycle that reduce a proposed 3.9 percent increase to 3.3 percent for the first full

year it is in effect. The full 3.9 percent increase will take effect beginning April 2016.

Beginning with the April 2015 billing cycle, the monthly bill for a typical residential

customer will increase by about $3.85 until April 2016, when that figure will then average

$4.60. Even with the approved increase, SRP's electric prices remain among the lowest in

the Southwest.

The Board also approved a new price plan for residential customers who, after Dec. 8,

2014, add solar or other technologies to generate some of their energy requirements. The

new price plan is intended and was designed that these rooftop solar customers - who

choose to purchase less energy from SRP but still use and rely on the electric grid around

the clock - pay their share of costs to maintain and improve the grid.

Management had proposed that existing solar customers be "grandfathered" from moving

to the new price plan for a period of 10 years, but the Board today extended that by up to

ll



20 years for SRP customers who installed rooftop solar units to run from the time the

system was installed. The Board also voted to allow unlimited transfer of the

grandfathering with the sale of the home for all rooftop solar customers. during that 20

year period.

"SRP will continue to support solar energy by seeking low-cost alternatives that provide

maximum financial and reliability benefits for all of our nearly 1 million customers," said

Mark Bonsall, SRP's general manager and chief executive officer. "Grand fathering

continues this support for our existing solar customers, but the new price plan ensures

that the cost shift to our 985,000 non-solar customers will not grow."

The new self-generation price plan includes increased charges to better recover fixed

costs related to the solar customer's service facilities and their use of the grid, but also

reduces the price the customer pays per kilowatt hour for energy.

According to Chief Financial Executive Aidan McSheffrey, a demand charge included in

the plan is intended to provide the customers with the ability to manage their energy use

so as to maximize their opportunity to save money.

"Rather than solve this cost shift with an additional fixed charge - which does not provide

flexibility to save money - our new plan sends a price signal that incepts more efficient

installations by the solar industry and behavior by the customer that maximizes the value

of their solar systems," said McSheffrey.

SRP was able to minimize the approved price increase with more than $45 million in cost

cuts by trimming operations, maintenance and capital expenditures.

As a community-based, non-profit public power utility, SRP's revenues are reinvested

back into the electric grid for the benefit of all customers. The last price increase was

more than two years ago and since that time, SRP has invested more than $1 billion in its

electrical system. However, revenues are not keeping pace with several higher-than-

anticipated costs, McSheffrey said. The price increase will help:

•

•

Maintain reliable electric service. SRP continues to modernize its electric grid (the

system of power lines, generating stations and high-tech equipment) to safely and

reliably deliver energy. This work includes replacing infrastructure, such as older

power poles and underground power lines, and adding new technology to

incorporate more renewable energy sources into the grid.

Power a growing economy. Arizona's economy is starting to improve, as evidenced

by SRP customers setting two records for energy use this past summer. To meet
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•

increased power demand resulting from growth, SRP must invest in and build new

infrastructure.

Environmental initiatives. SRP has invested approximately $73 million during the

past two years to add new environmental controls at key Arizona power plants.

These upgrades are important, but they add significant expense to existing

operations without creating additional power resources.

"Reliability is our most important product," said McSheffrey. "To retain the level of service

our customers have come to expect from SRP, we must continue to invest in modernizing

our energy grid to adapt to new technologies é=€" and that will improve reliability and allow

for more customer choice."

Also approved by the Board today is an option for SRP residential customers who own an

electric vehicle that will allow them to choose a Time-of-Use price plan that will include a

super off-peak period that encourages the charging of electric vehicles overnight when

energy is available for a lower cost.

In addition, the Board approved a $3 increase to the monthly credit for low-income

customers on the Economy Price Plan (EPP) from $17 to $20 during the winter months.

EPP customers would continue to receive a $21 discount on their summer bills.

In light of the price increase, McSheffrey said SRP is committed to continuing its efforts to

offer ways to help customers manage their energy use.

"SRP has 20 different residential and business customer energy-saving programs our

customers can select from to help reduce energy use and save money on their monthly

electric bill," said McSheffrey. "Our optional Time-of-Use pricing plan is one of the largest

in the country."

SRP's energy-saving website, www.savewithsrp.com, contains information about rebates

and discounts, tips for saving energy and water, how to determine the right price plan,

how to install programmable thermostats and reduce cooling costs by shading Windows,

and how to perform a home energy audit.

SRP is community-based, not-for-profit public power utility and the largest provider of

electricity in the greater Phoenix metropolitan area, serving more than 1 million

customers.
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Changes for new rooftop solar customers

These customers - known as self-generation customers - produce some of their power

on their own. When self-generation customers produce more energy than they can use,

they sell the extra to SRP. When their home is using more energy than their panels can

produce (cloudy days, nighttime, several energy-intensive appliances running at once),

they buy power from SRP.

FAQs about self-generation and renewables

Choose any link to get answers to your questions about solar and the Customer

Generation Price Plan.

Self-generation

What is a self-generation customer? What new rules did SRP approve regarding self-

generation? Why did SRP approve a new price plan for residential self-generation

customers? What are the key features of the residential Customer Generation Price Plan?

What is a demand charge? How does the Customer Generation Price Plan work?

Specifically, how will the overall bill change for new solar customers? How will current

self-generation customers be impacted? How will new self-generation customers be

impacted? These changes sound like solar customers are being penalized. Why? Isn't the

monthly service charge the same as a demand charge? Will net metering continue? How

will these changes affect the rooftop solar industry? Does the Customer Generation Price

Plan apply only to solar customers? Does this mean SRP no longer supports solar energy?

Sustainable resources

Why is SRP pursuing energy efficiency, solar, wind, geothermal and other renewable

projects? Does SRP expect to meet the sustainability goal? What kinds of renewable

projects is SRP supporting?

llluu I l



Exhibit WAM-17: Excerpt from Docket No. E-000001-14-002.

Direct Testimony of B. Thomas Beach
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1

2

recovered through volumetric rates. The preferred rate design solutions are the

following:

3
4
5
6

Encourage increased adoption of time-of-use rates that align rates more
closely to the changes in the utility's costs over the course of a day.24

Adopt a monthly minimum bill to recover customer-related costs, thus
ensuring that all customers make a minimum contribution to the costs of
the utility infrastructure that serves them.

Remove public benefit charges firm the NEM export rate, so that all
customers contribute to these public purpose programs on the equitable
basis of the power they take from the utility system."

These solutions are preferable for the following reasons:

Address the central equity issue. Minimum bills, for example, ensure
that all customers make a minimum contribution to the utility
infrastructure that serves them. The minimum bill can be set to cover the
utility's customer-related costs (for metering, billing, and customer
account services) which clearly do not vary with usage. In this way, they
address directly the issue of equity between participating and non-
participating ratepayers by ensuring that all customers contribute equally
to such costs. Similarly, it is equitable for all customers to contribute to
public purpose programs on the same basis, that is, based on the amount of
service which they take from the utility system.

I

Consistent with cost causation. TOU rates align rates more closely with
the utility's underlying costs than do Hat volumetric rates. A minimum
bill can be set to assure recovery from all customers of customer-related
costs which donot vary with usage. Thus, both TOU rates and minimum
bills are consistent with cost causation principles.

7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

Encourages customer choice. Because a minimum bill only imposes a
floor on the customer's bill and does not apply if usage remains above the
minimum bill level, it provides the greatest scope for customers to impact
their energy bills by exercising their free-market choice to participate in
self-genexaNon, energy elticiency, or demand response. Similarly, TOU
rates send more accurate price signals to customers concerning both the

:

I

I
I

24 This can include on-peak volumetric rates that recover capacity-related costs. Residential TOU rates
should bekept simple and promoted through outreach and education programs, to ensure customer
acceptance. Residential demand charges should be avoided due to their complexity, lack of time
sensitivity, and unfamiliarity for residential customers. California has mandated that, once the state's 5%
NEM cap is reached, succeeding NEM customers must elect a TOU rates.
25 California and Nevada have implemented this modification to NEM export rates.

- 2 7 - Crossborder Energy
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1

2

3

value of their DG output and when it is best to either consume or conserve
energy.

4
5
6
7
8
9

10
11
12

13

14

Customer acceptance. California, which has the nation's largest
distributed solar market, has adopted a $10 per month residential
minimum bill for the large electric utilities in that state, and the minimum
bill was recently increased in Hawaii, where solar penetration is far higher
than any other state. In contrast, attempts to implement monthly fixed
charges on solar customers have not been well-received in other states,
and have been perceived as efforts to tax solar production such that it
would no longer be economic.26 In essence, minimum bills are perceived
as a fair balance between allowing customer choice and ensuring that all
customers make an equitable contribution to the costs of utility
infrastructure. Significantly, although California and Nevada recently
issued very different decisions on net metering, both commissions rejected
proposals to apply demand charges to residential solar customers due to
concerns with customer acceptance.27

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

Non-discrimination. Many states, including Arizona, have statutory
prohibitions against undue discrimination in the design of utility rates." If
fixed charges are raised for all residential customers, there can be adverse
bill impacts on all low-usage customers, including low-income ratepayers.
A minimum bill is more likely to avoid such problems, as it will apply to a
relatively small number of non-net-metered customers.

Avoid competitive bypass. A minimum bill can address impacts on non-
participants by providing DG vendors with a signal to reduce the sizing of
DG systems to keep customers above the minimum bill level, thus
reducing the costs of net metering for other ratepayers. This still allows
scope for customer choice of DG for usage above the minimum bill level.
In contrast, if a fixed charge on residential DG is set too high, as DG and
on-site storage technologies continue to develop and as their costs
continue to fall, the response of consumers ultimately may be to "cut the
cord" completely from utility service, as has happened with landline
telephone service in many areas. In my opinion, such a result would be
unfortunate, because the utility grid would lose important benefits that DG
and on-site storage could provide for all ratepayers, and DG customers
would lose the still-important benefits of interconnection to the grid.

I

r
r

is

For example, Idaho PUC, Final Order No. 32846 in Case No. IPC-E-12-27 (July 3, 2013), at pp. 3-5.
See PUCN December 23, 2015 Order 'm Dockets Nos. 15-07-041 and 15-07-042, at p. 91, also CPUC

Decision 16-01-044, at pp. 75 and 79.
Ariz. Const. Article XV, § 12.

-28- Crossborder Energy
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III

DIRECT TESTIMONY OF PATRICK J. QUINN

ON BEHALF OF ENERGY FREEDOM COALITION OF AMERICA (EFCA)

TRICO DOCKET NO. E-01461A-15-0363

Q. Have you previously testified before this Commission?

A. Yes. Overall, Shave testified more than 50 times before state and federal

1 Q. Please state your name and business address.

2 A. My name is Patrick J Quinn. My business address is 5521 E. Cholla St.

3 Scottsdale, AZ 85254, and my phone number is 602 579-1934.

4

5 Q. Please summarize your education and work experience.

6 A. Shave a BS in Mathematics and a MBA from the University of South Dakota.

7 Additionally, I have 30 plus years' experience in the Telecommunications Industry

8 and a consulting business dealing with utility regulation. I also served as the

9 Director of the Residential Utility Consumer Office from January of 2013 until

10 February of2015.

11

12

13

14 regulatory commissions on issues including finance, economics, pricing, policy,

15 rate design and other related areas.

16

17 Q. Why are you filing testimony in this case?

18 A. My testimony is in response to the settlement agreement recently filed by the

19 Arizona Corporation Commission (Commission) Staff and Trico Electric

20 Cooperative, Inc., (Company or Trico). In my response I will discuss concerns

21 about the process that lead up to the settlement including late filings which

22 introduced new and unnoticed issues to the case which are unfair and burdensome

23 to the residential consumers. Specifically, I oppose the introduction of mandatory

24 demand charges on all residential consumers and the resulting in an even large

25 increase in basic service charges. The residential customer had little forewarning

26 and time to respond. There is no formal advocate for the residential consumer like

27
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2

3

1 RUCO in this case. Because of the size of the rate case and the fact the Company

is a Cooperative and RUCO cannot intervene, it is typical for other advocacy

groups like AARP to not intervene. I felt it was important to represent the

consumer viewpoint. I am receiving no compensation for this testimony.

9

10

11 Q. What experience do you have in being a consumer advocate?

12 A. For many years I worked for Qwest and its predecessor companies, the last

13 several years as President of Qwest Arizona. In that position I interacted with

14 consumers on almost a daily basis. In solving consumer issues it became

15 necessary to see issues from their point of view. After my retirement Governor

16 Brewer appointed me to be the Director of the Residential Utility Consumer Office

17 (RUCO). My job there was to represent the residential ratepayers in front of the

18 Commission in rate cases and other utility related filings. In this job I had

19 extensive meetings with consumer and advocacy groups like AARP, HOAs like

20 Sun City and Sun City West and other organizations representing the low income

21 and other residential groups. Based on my work both at Qwest and RUCO I saw a

22 need for more consumer advocacy. believe Shave a unique background that leads

23 to being a consumer advocate. I continue my relationships and work with groups

24 representing residential consumers. Shave given presentations on the ills of

25 demand charges in many meetings held by AARP and the Sun City communities

26 involving large groups of residential consumers.

27

28 //

4

5

6 Q. Will you be offering testimony related to DG solar customers?

7 A. No, my testimony is limited to talking about the mandatory demand charge and

8 the fixed charge and the implications those have on all customers. I am also

concerned about the excessive funds the Company is expending on this rate case.

50



2

1 Q. Have you appeared in any rate cases since leaving RUCO?

A. Yes. I provided testimony and was a witness in the UNS Electric, Inc. (UNSE)

case Docket E-04204A-15-0142. My testimony dealt primarily with rate design

which opposed mandatory demand charges for all residential customers.

3

4

5

6 Q. Are there any similarities with this case and the UNSE case?

7 A. Yes there are many similarities but two stand out and are very concerning.

8

9 Q. What are those issues?

10 A. First, I am concerned with the lack of notification and late timing of the

11 important changes related to mandatory demand charges. Second, I am concerned

12 about the effect of demand charges on residential customers and the ability for

13 residential consumers to meaningfully respond to the significant proposals in the

14 settlement.

15

16 Q. How are the timing and notice issues similar in this case?

17 A. The biggest issue seems to be the notification and timing of the introduction of

18 mandatory demand charges and their effect on rate design. In the UNSE case, the

19 original filing of the company included a $10 increase in basic services charge and

20 proposed demand charges only for customers with roof top solar, about 2 per cent

21 of the customers. While consumer groups do not like demand charges, UNS did

22 not propose them broadly so some consumer advocacy groups like AARP did not

23 intervene.

24

25

26

27

28

Generally, about 6 months after the company files its case the interveners tile their

direct testimony providing evidence on their positions in the case. In the UNSE

case, the Commission Staff (Staff proposed mandatory demand charges on all

residential and small businesses consumers in its direct testimony. Mandatory
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2

3

6

7

8

9

17

22

23

25

26

27

28

1 demand charges are a very contentious issue and, I am not aware of any state

utility commission that has approved demand charges for all residential customers.

Finally, UNSE changed its position to request mandatory demand charges for all

4 residential and small business customers. That gave interveners just 30 days to

5 oppose mandatory demand charges in their rebuttal testimony. Also since the date

for intervention had passed months ago no new consumer advocate interveners

were granted intervention. After hearing concerns from many groups including

AARP the Commission decided to hold three public meeting around the state to get

consumer input on UNSE's plan. The three turned into four since hundreds of

10 consumers were turned away by the fire marshal from the hearing in Lake Havasu

11 because of too many people. The Commission held two hearing in Lake Havasu

12 attended by hundreds of consumers. The message from almost 100 percent of the

13 consumers at those meetings and other individual consumers was that mandatory

14 demand charges are neither good nor justified. As a result of this public outcry, the

15 company reversed itself again in its post hearing brief and withdrew its request for

16 mandatory demand charges. Staff then reversed course and withdrew its support as

well. In the recent UNSE Recommended Opinion and Order (ROO) the hearing

18 examiner recommended against mandatory demand charges.

19

20 Q. How is this similar to this case?

21 A. This scenario is very similar to the filings in this case. The Company in its

initial filing on October 23, 2015 proposed that basic service charges be raised $5

and didn't propose any demand charges. Since demand charges were not proposed

24 there was no reason for anyone to expect a proposal including demand charges.

The intervention deadline was March 18, 2016. After this, on May 4, 2016, 7

months down the road and just before interveners' direct testimony was due on rate

design on March 25, 2016, the company filed for mandatory demand charges on all

residential consumers with a minimum fixed monthly charge of $4 per month
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2

3

6

7

8

20

21

22

23

25

26

27

28

1 based on the highest usage during 15 minutes anytime during the month. This

assumed a $2 charge on 2 kW of usage.

The stated intent was to educate consumers on demand charges. Because of the

4 timing of the introduction of this demand charge proposal, there are no interveners

5 like RUCO, AARP, AURA or other consumer groups to defend consumers from

this unfair charge. Then on July 8, 2016, the Staff and Company filed a settlement

agreement. A procedural order was put out that allowed some time for interveners

to respond in support or opposition to the settlement. Notably, Steve Jennings,

9 Associate State Director of AARP Arizona, has made public comments on the

10 issue and the Commission held a public comment session on July 19, 2016, similar

11 to the UNSE case. The Arizona Association of Realtors came out against

12 mandatory demand charges .

13 The company had originally notified residential consumers that they were asking to

14 increase the basic service charge from $15 to $20 and there was no mention of

15 mandatory demand charges. In fact, the public notice published in this case made

16 no mention of the possibility that rate design could be changed. I have reviewed

17 other rate case notices, like the ones in the APS, TEP and UNSE case and they

18 clearly call out that rate design could change. See attached Exhibit A for the

19 notices in all three cases.

In the settlement the original basic service charge of $15 was raised to$24. This

increase included the original noticed $5 increase plus the addition of the Company

proposed minimum fixed demand charge of $4. The justification for the $4

increase was that the demand charge would be set to $0 for educational purposes.

24 The effect is the basic service charge was raised $9, a 60% increase, as opposed to

the original published 33% increase, almost double. The original notice of the rate

case by the company noticing a $5 increase on basic charges and no mandatory

demand charges does not allow the full vetting of the $9 increase on basic charges

or of the ills of demand charges.
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1 Q. What are your concerns about demand charges in general and Trico's proposal

2 to implement them?

3 A. I have many concerns about mandatory demand charges. Below is a list of

4 many of the concerns.

5 No state utility commission in the nation has approved mandatory demand

6 charges for all residential consumers.

7 Demand charges are just another fixed charge as stated in the Company

8 filing.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

A comprehensive education plan has to be developed that includes the

ability of a consumer to get instantaneous data. Trico has not yet

developed such a plan. This is absolutely necessary to avoid

broadsiding customers, especially those that are most vulnerable to

increases M fixed charges like those on low or fixed incomes. This

principal is also articulated in the recent UNSE Roo. ALJ Rhodda

wrote "Demand charges, although used for many years in a

commercial context, are a new concept for most residential customers.

APS has had a voluntary residential demand charge for many years,

which for certain customers, generally with high usage, has worked

well, allowing them to save money. In order for customers to

understand how demand charges work and how they can manage their

energy consumption to save money, or at least not incur a bill

increase, requires education and tools available to monitor their load.

Although the necessary meters that can measure demand are close to

being ubiquitous in UNSE's service areas, an education plan has not

been formalized, nor have tools for managing load been made

available. Thus, we concur with those parties who argue that this is

not the time for this utility to require all residential and SGS

customers to transition to mandatory three-part rates. The public

distrust or antipathy to the proposal has convinced the Company and

the Commission that any transition to three part rates will require a

massive public education effort before we can say with any degree of

certainty that mandatory residential demand rates in UNSE's service

territory are in the public interest." UNSE R00 at 65-66.
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It is my understanding that the Company meters in place cannot provide

information essential for residential consumers to understand, react to and

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 Q. Do you have any personal experience with demand charges?

27 A. Yes. lam currently on an APS voluntary demand charge plan. This APS

28 demand charges apply to the peak one hour of usage for weekdays from 12 PM

manage these demand charges.

There is not sufficient historical data to determine impacts of demand

charges on individual customers.

There is no evidence that residential consumers can respond effectively to

demand charges.

Demand charges are more difficult to understand than time-of-use charges.

Residential customers do not have access to equipment and other resources

to manage demand usage.

There is confusion around time periods when demand charges apply.

Demand charges are normally assess on the highest usage during one hour in

peak demand times usually for a few hours in afternoon and in some cases

early evening during the week. In this case demand charges will be assessed

24/7 and in 15 minute increments. Consumers would need to watch usage all

day every day to manage their usage. In a 30 day month for example, there

are nearly 3,000 fifteen minute intervals that a customer must watch. Just

one 15 minute segment out of nearly 3,000 in a month should not set a

significant part of a customer's bill. This is an unreasonable way to set a

bill.

Companies state that demand charges, three part rate design, recovers costs

more equitably, promotes fairness and reduces intra-class subsidization

when in fact the opposite is true and they disproportionately impact low-

usage customers.
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1 until 7 PM, on average this equates to about 140 hours. This excludes weekends

2 and holidays. Under Trico's plan which is 24 hours a day, 7 days a week as

3 mentioned earlier there are nearly 3000 15 minute increments. It is difficult to

4 manage 140 increments let alone 3000. In the APS plan there is a demand charge

5 of about $10/kW that is applied to my peak one hour usage. Last year my demand

6 charges, not my total bill, ranged from about $30 to $150 depending on the month.

7

8 Q. Do you have additional concerns with the settlement agreement?

9 A. Yes. Even though there is a proposed $0 demand charge and therefore no effect

10 on a consumer's bill now, if accepted, the Commission would be approving a new

11 element in rate design that would be approved without sufficient testimony and

12 cross examination on the effects of this new charge. In the next rate case the

13 debate would be on what the $/kW rate should be, not whether there even should

14 be such a rate. Setting it at $0 does not alleviate the need to first decide if this type

15 of rate is good for ratepayers. From my perspective even at $0 this rate is not good

16 for ratepayers and should be rejected.

17 Additionally the noticed basic service charge was an increase of $5 from $15 to

18 $20, a significant increase. In the May 4, 2016 filing the company proposed a

19 minimum fixed demand charge of $4. Again the first time consumers heard of the

20 demand charge or the fixed amount. To make matters even more onerous, the

21 company and the staff in the settlement agreed to take the demand charge to $0 and

22 then add the $4 fixed demand charge to the basic service charge, bringing the total

23 basic service charge to $24. This is a $9 increase from the original rate and $4

24 more than the noticed proposed increase to $20. Changes is like this, so late in the

25 process, do not allow for sufficient time to for ratepayers to offer a meaningful

26 counter to the settlement proposal. In the UNSE ROO, the hearing examiner

27 recommended that the fixed charge increase from only $10 to $13 or $ l5

28
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1 depending on which usage option the customer chose. The UNSE ROO allows for

2 a six month transition to a $15 rate.

3 Finally, Shave concerns with that the Trico rate case expense cap allowed by the

4 settlement when it initially filed its case, Trico had budgeted for $150,000 in its

5 application. The settlement proposes to cap rate case expenses at $450,000 this is

6 an increase of $300,000 or triple the original budget. It seems unfair that Trico

7 continues to modify its proposed rates and structure to be more harmful to

8 ratepayers while sticking them with the bill.

9

10 Q. Could you state your recommendations?

11 A. Yes. Because of the way demand charges were introduced late in the process

12 and were converted to an increase in the fixed basic service charge, I recommend

13 that the Commission deny the introduction of the demand charges. Clearly there

14 is not enough testimony and discovery to justify demand charges in this case and

15 certainly no data on the additional $4 fixed charge proposed by the Company.

16

17 Q. Does that conclude your testimony?

18 A .  Ye s .

19

20

21

22

23

24

25

26

27

28
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EXHIBIT A
Procedural Orders Including Language to for

Rate Case Notices



7

8

9

10

11

12

13

14 On May 5, 2015, UNS Electric, Inc. ("UNSE" or "Company") filed an Application with the

15 Arizona Corporation Commission ("Commission") for a rate increase.

16 On May 12, 2015, The Alliance for Solar Choice ("TASC") filed an Application to Intervene.

17 TASC is a solar energy advocacy association whose members include many of the nation's rooftop

lg solar market. No party objected to TASC's intervention.

19 On May 15, 2015, Noble Americas Energy Solutions LLC ("Noble Solutions") filed for

20 Leave to Intervene. Noble Solutions states that it offers a suite of commodity products and services

21 structured to meet the needs of energy users. No party objected to Noble Solutions' intervention.

22 On May 27, 2015, Nucor Corporation ("Nucor") filed a Petition to intervene. Nucor owns and

23 operates a steel mill in Kinsman, Arizona which is serviced by UNSE. No party objected to Nucor's

24 intervention.

25 On June 2, 2015, UNSE filed Revised Schedules H-3 and H-4 in support of its Application.

26 On June 4, 2015, the Commission's Utilities Division ("Staff") notified UNSE that its

27 application met the sufficiency requirements of Arizona Administrative Code ("A.A.C.") R14-2-103,

28 and classified the Company as a Class A utility.

3

4

5

6

1

2 COMMISSIONERS

BY THE COMMISSION:

SUSAN BITTER SMITH - Chairman
BOB STUMP
BOB BURNS
DOUG LITTLE
TOM FORESE
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DOCKET NO. E-04204A-15-0142

1 On June 9, 2015, the Residential Utility Consumer Office ("RUCO") filed an Application to

2 Intervene. RUCO was established by statute for the purpose of representing residential utility

3 consumers in matters before the Commission concerning regulated public service corporations. No

4 party objected to RUCO's intervention.

5 On June 9, 2015, UNSE filed a Motion for Procedural Schedule which proposed a schedule

6 for this proceeding which was developed in consultation with Staff and RUCO.

7 Pursuant to A.A.C. R14-3-101, the Commission now issues this Procedural Order to govern

8 the preparation and conduct of this proceeding.

9 IT IS THEREFORE ORDERED that the hearing in the above-captioned matter shall

10 commence on March 1, 2016, at 10:00 a.m., or as soon thereafter as is practical, at the

l l Commission's offices, Room 222, 400 West Congress, Tucson, Arizona 85701.

12 IT IS FURTHER ORDERED that a Pre-hearing Conference shall be held on February 26,

13 2016, at 10:00 a.m., at the Commission's Tucson Offices, Room 222, 400 West Congress, Tucson,

14 Arizona, 85701 for the purpose of scheduling witnesses and the conduct of the hearing. Parties may

15 appear telephonically, but should contact the Hearing Division at (602) 542-4250 to indicate if they

16 will be calling in. 1

17 IT IS FURTHER ORDERED that intervention is granted to RUCO, TASC, Noble

18 Solutions and Nucor.

19 IT IS FURTHER ORDERED that any direct testimony (except that related to rate design

20 and cost of service) and associated exhibits to be presented at hearing on behalf of Staff or

21 Interveners shall be reduced to writing and tiled on or before November 6, 2015.

22 IT IS FURTHER ORDERED that any direct testimony related rate design and cost of

23 service and associated exhibits to be presented at hearing on behalf of Staff and Interveners shall be

24 reduced to writing and tiled on or before December 9, 2015.

:

I

...~.....-»

25

26

27

28
1 The call-in number to participate telephonically is 1-888-450-5996, Access Code 457395#.

2



DOCKET no. E-04204A-15-0142

2016.

1 IT IS FURTHER ORDERED that any rebuttal testimony and associated exhibits to be

2 presented at hearing by theCompanyshall be reduced to writing and filed on or beforeJanuary19,

3

4 IT IS FURTHER ORDERED that any surrebuttal testimony and associated exhibits to be

5 presented by the shall be reduced to writing and filed on or before

6 February 19,2016.

7 IT IS FURTHER ORDERED that any rejoinder testimony and associated exhibits to be

8 presented at the hearing by the Company shall be reduced to writing and filed on or before

9 February 26, 2016.

10 IT IS FURTHER ORDERED that any objections to any testimony or exhibits which have

l l been refiled before February 26, 2016, shall be made on or before the Pre-Hearing Conference.

12 IT IS FURTHER ORDERED that any substantive corrections, revisions, or supplements to

13 pre-filed testimony shall be reduced to writing and filed no later than five days before the witness is

14 scheduled to testify.

15 IT IS FURTHER ORDERED that interventionshall be in accordance with A.A.C. R14~3-

16 105, except that all motions to intervene must be filedon or before October15,2015.

17 IT IS FURTHER ORDERED that discovery shall be as permitted by law and the rules and

18 regulations of the Commission, except that through November 15,2015,any objection to discovery

19 requests shall be made within 7 days of receipt and responses to discovery requests shall be made

20 within 10 days of receipt; thereafter, objections to discovery requests shall be made within 5 days and

21 responses shall be made in 7 daysgl the response time may be extended by mutual agreement of the

22 parties involved if the request requires an extensive compilation effort.

23 IT IS FURTHER ORDERED that, in the alternative to filing a written motion to compel

24 discovery, any party seeking discovery may telephonically contact the Commission's Hearing

25 Division to request a date for a procedural hearing to resolve the discovery dispute, that upon such a

26 request, a procedural hearing will be convened as soon as practicable; and that the party making such

27

28 2 -

Staff and/or interveners

"Days" means calendar days.

3
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DOCKET no. E-04204A-15-0142

PUBLIC NOTICE OF HEARING ON THE
RATE APPLICATION OF

UNS ELECTRIC. INC.
Docket No. E-04204A-15-0142

Summary
On May 5, 2015, UNS Electric, Inc. ("UNSE" or "Company") filed an application
with the Arizona Corporation Commission ("Commission") for an increase in annual
non-fuel revenues of $22.6 million, Under its proposal, the Company expects the
increase to be offset by a $14.9 million reduction in heel costs. In addition, UNSE is
proposing: to include in its base rates $4.3 million in transmission costs currently
recovered through a Transmission Cost Adjustor, a one-year credit to the purchased
power and fuel adjustment clause ("PPFAC") to reflect the deferred savings related to
the acquisition of Gila River Power Plant Unit 3; modifications to its rate design, its
PPFAC, Lost Fixed Cost Recovery mechanism, and Net Metering Tariff for new net
metered customers submitting applications for interconnection after June l, 2015;
updated depreciation rates; and modifications to its Tariffs and Rules and Regulations.
Under the rates as proposed by the Company, an average residential customer using
983 kph in summer and 669 kph in winter would see a monthly increase of $1.99,
tim $87.83 to $89.82 in the first year, and an additional increase of $7.87, to $97.69,
in subsequent years. A customer's bill depends on monthly energy consumption. A
customer using less or more than the average would experience a sadler or larger
increase.

1 a request shall forthwith contact all other parties to advise them of the hearing date and shall at the

2 hearing provide a statement confirming that the other parties were contacted.3

3 IT IS FURTHER ORDERED that any responses to motions shall be filed within five days of

4 the tiling date of the motion.

5 IT IS FURTHER ORDERED that any replies shall be tiled within five days of the tiling date

6 of the response.

7 IT IS FURTHER ORDERED that any motions filed in this matter that are not ruled upon by

8 the Commission within 20 days of the tiling date of the motion shall be deemed denied.

9 IT IS FURTHER ORDERED that the Company shall provide public notice of the hearing in

10 this matter, in the following type size, form and style with the heading in no less than 16 point bold

l l t y p e and the bod y  i n  n o less t han 10-point regular type:

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

If you have any questions concerning how the Company's rate proposal will affect
your bill or have other substantive questions about this application, you may contact

3 The parties are encouraged to attempt to settle discovery disputes through informal, good-faith negotiations
before seeking Commission resolution of the controversy.

4



DOCKET no. E~04204A-15-0142

the Company at: [COMPANY SHOULD INSERT
TELEPHONE NUMBER, AND E-MAIL ADDRESS
CONTACTS CONCERNING THE APPLICATION].

NAME, ADDRESS,
FOR CUSTOMER

The Commission's Utilities Division Staff and the Residential Utility Consumer
Office are in the process of reviewing and analyzing the application and have not yet
made recommendations regarding UNSE's request. The Commission will determine
the appropriate rate relief to be granted based on the evidence of record in this
proceeding. THE COMMISSION IS NOT BOUND BY THE PROPOSALS
MADE BY UNSE. STAFF. OR ANY INTERVENERS AND. THEREFORE.
THE FINAL RATES APPROVED IN THIS DOCKET MAY BE LOWER OR
HIGHER THAN THE RATES DESCRIBED ABOVE.

How You Can View or Obtain a Copv of the Rate Proposal
Copies of the application and proposed tariffs are available at UNSE's offices
[INSERT ADDRESS], and at the Commission's Docket Control Center at 1200 West
Washington, Phoenix, Arizona and its Tucson office, 400 West Congress, Suite 218,
Tucson, Arizona, and on the internet via the Commission website (/www.azcc.g_ov/)
using the e~Docket function.

Public Hearing Information
The Commission will hold a hearing on this matter beginning March 1, 2016, at
10:00 a.m., at the Commission's offices, Room 222, 400 West Congress, Tucson,
Arizona, 85701.

go

Public comments will be taken at the beginning of the hearing. Written public
comments may be submitted by mailing a letter referencing Docket No. E-04204A-15-
0142 to Arizona Corporation Commission, Consumer Services Section, 1200 West
Washington, Phoenix, AZ 85007, or by email. For a form to use and instructions on
how to e-mail comments to the Commission, to
http://www.azcc.gov/divisions/utilities/forms/PublicCommentForm.pd£ I f
require assistance, you may contact the Consumer Services Section at 1-800-222-7000
or (520) 628-6550.

you

If you do not intervene in this proceeding, you will not receive further notice of
the proceedings in this docket. However, all documents filed in this docket are
available online (usually within 24 hours airer docketing) at the Commission's
website 4cc.gov using the e-Docket function, located at the bottom of the
website homepage. RSS feeds are also available through e-Docket.

About Intervention
The law provides for an open public hearing at which, under appropriate
circumstances, interested panties may intervene. Any person or entity entitled by law
to intervene and having a direct and substantial interest in the matter will be permitted
to intervene. If you wish to intervene, you must tile an original and 13 copies of a
written motion to intervene with the Commission no later than October 15, 2015,and
send a copy of the motion to UNSE or its counsel and to all parties of record. Your
motion must contain the following:

1

2

3

4

5

6

7

8

9

10

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

1. Your name, address, and telephone number and the name, address and
telephone number of any party upon whom service of documents is to
bemade, if not yourself

5
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DOCKET no. E-04204A-15.0142

2. A short statement of your interest in the proceeding (e.g., a customer of
the Company, etc.).

3. A statement certifying that you have mailed a copy of the motion to
intervene to the Company or its counsel and to all parties of record in
the case.

The granting of motions to intervene shall be governed by A.A.C. R14-3-105,except
that all motions to intervene must be filed on or before October 15. 2015. If
representation by counsel is required by Rule 31 of the Rules of the Arizona Supreme
Court, intervention will be conditioned upon the intervenor obtaining counsel to
represent the intervenor. For information about requesting intervention, visit the
Commission's website at http://www.azcc.gov/divisions/utilities/fonps/interyenpdf
The granting of intervention, among other things, entitles a party to present sworn
evidence at the hearing and to cross-examine other witnesses. However, failure to
intervene _wi1_I not preclude any _interest person or e_ntity from appearing ay the
hearing and providing public comment on the application or from filing written
comments in the record of the case.

ADA/Equal Access Information
The Commission does not discriminate on the basis of disability in admission to its
public meetings. Persons MM a disability may request a reasonable accommodation
such as a sign language interpreter, as well as request this document in an alternative
format, by contacting the ADA Coordinator Shaylin Bernal, E-mail
SABernal@azcc.gov, voice phone number 602/542-3931. Requests should be made
as early as possible to allow time to arrange the accommodation.

IT IS FURTHER ORDERED that notice shall be deemed complete upon mailing and

publication of same, notwithstanding the failure of an individual customer to read or receive the

notice.

l

2

3

4

5

6

7

8

9

10

11

12

13

14
15 IT IS FURTHER ORDERED that the Company shall mail to each of its customers copy of

16 the above notice by August 31, 2015; shall cause the above notice to be published at least once in a

17 newspaper of local circulation in its service territory, withpublication to be completed no later than

lg August 31, 2015; and shall make the notice available on its website easily accessible from the

19 homepage.

20 IT IS FURTHER ORDERED that the Company shall file certifications of mailing and

21 publication as soon as practicable after they have been completed.

22

23

24
25 IT IS FURTHER ORDERED that the Ex Parte Rule (A.A.C. R14-3-113

26 Communications) applies to this proceeding and shall remain in effect until the Commission's

27 Decision in this matter is final and non-appealable.

28

Unauthorized

6
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l IT IS FURTHER ORDERED that all parties must comply with Rule 33 (c) and (d) of the

2 Rules of the Arizona Supreme Court with respect to practice of law and admission pro hoc vice.

3 IT IS FURTHER ORDERED that withdrawal of representation must be made in compliance

4 with A.A.C. R14-3-l04(E) and Rule 1.16 of the Rules of Professional Conduct (under Rule 42 of the

5 Rules of the Arizona Supreme Court). Representation before the Commission includes the obligation

6 to appear at all hearings and procedural conferences, as well as all Open Meetings for which the

7 matter is scheduled for discussion, unless counsel has previously been granted permission to

8 withdraw by the Administrative Law Judge.

9 IT IS FURTHER ORDERED that each party to this matter may opt to receive service of adj

10 Procedural and Recommended Orders issued by the Commission's Hearing Division in this matter

l l via e-mail rather than U.S. Mail, as permitted under A.A.C. R14-3-107(B). To exercise this option, a

12 party shall send to HearingDivisionSerivcebyEmail@azcc.gov from the email address at which the

13 party desires to receive service, an e-mail request including the name of the party on whom service is

14 to be made and the docket number for this matter. After a party receives an e-mail confirmation of its

15 request from I-IearingDivisionSerivcebyEmai1@azcc.gov, the party will receive all future Procedural

16 and Recommended Orders issued by the Hearing Division in this matter via e-mails to the address

17 provided by the party, unless and until the party withdraws its request. Service of a document via e-

18 mail shall be considered complete upon the sending of an e~mail containing the document to the e-

19 mail address provided by a party, regardless of whether the party receives or reads the e-mail

20 containing the document.

21 IT IS FURTHER ORDERED that the time periods specified herein shall not be extended

22 pursuant to Rule 6(a) or (3) of the Rules of Civil Procedure.

23 IT IS FURTHER ORDERED that the Presiding Officer may rescind, alter, amend, or waive

24 any portion of this Procedural Order either by subsequent Procedural Order or by nlling at hearing.

25 DATED this :<3 <1ay of June, 2015.
26

27

28

a4éél/
» RO A

INISTRATWE LAW JUDGE

7
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Bradley S. Carroll
UNS Electric, Inc.
88 East Broadway, MS HQE910
PO Box 7 ll
Tucson, AZ 85702

Lawrence V. Roberson, Jr.
PO Box 1448
Tubae,AZ 85646
Attorney for Noble Solutions

1

2 Copies of he foregoing mailed
this QQ? day of June, 2015 to:

3

4

5

6

7

8

9

Michael W. Patten
Jason D. Gellman
Snell & Wilmer LLP
One Arizona Center
400 East Van Buren Street
Phoenix, AZ 85004

Court S. Rich
Rose Law Group pp
7144 E. Stetson Dr., Suite 300
Scottsdale, AZ 85251
Attorneys for TASC

11

12

10 Daniel W. Pozefsky, Chief Counsel
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007

Janice Alward,Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
Phoenix, Arizona 85007

Nucor Steel Kinsman LLC
13 c/o Doug Adams

3000 w. Old Hwy 66
14 Kinsman, AZ 86413

Steven Oleo, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
Phoenix, Arizona 85007

16
COASH & COASH, INC.
Court Reports , Video & Videoconferencing
1802 North 7 treat
Phoenix, AZ 85006

15 Eric J. Lacey
Stone Mattheis Xenopoulos &Brew, PC
1025 Thomas Jefferson St, NW
8'*' Floor, West Tower

17 Washington DC 2007-5201
Attorneys for Nucor

18
Robert J. Metli

19 Munger Chadwick PLC
2398 East Camelback Road, Suite 240

20 Phoenix, AS 85016
Attorneys for Nucor

21

22 By: £3-\\\

23
24

Tammy V aide
Assistant to Jane L. Rodda

25

26

27

28
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DOCKET no. E-01933A.15-0322

1 On December 7, 2015, the Colnmission's Utilities Division ("StaLfi") notified TEP that its

2 Application met the sufficiency requirements of Arizona Administrative Code ("A.A.C.") R14-2-103 ,

3 and classified the Company as a Class A utility.

4 On December 7, 2015, TEP tiled a Motion for Procedural Schedule, in which after consulting

5 Mth Staff and the Residential Utility Consumer Office ("RUCO"), TEP proposed a schedule for the

6 filing of testimony and a hearing in this matter.

7 Pursuant to A.A.C. R14-3-101 , the Commission now issues this Procedural Order to govern the

8 preparation and conduct of this proceeding.

9 IT IS THEREFORE ORDERED dirt the hearing in the above-captioned matter shall

10 commence onAugust31,2016, at 10:00a.m., or as soon thereafter as is practical, at the Commission's

11 offices, Room222, 400 West Congress, Tucson, Arizona85701.1

12 IT IS FURTHER ORDERED that a Pre-hearing Conference shall be held on August 25,

13 2016, at 10:00 a.m.,at the Colnmission's Tucson Offices, Room 222, 400 West Congress, Tucson,

14 Arizona, 85701 for the purpose of scheduling witnesses and the conduct of the hearing. Parties may

15 appear telephonically, but should contact the Hearing Division at (602) 542-4250 to indicate if they

16 will be calling in.2

17 IT IS FURTHER ORDERED that intervention is granted to Freeport, AECC, IBEW Local

18 1116, and Pima County.

IT IS FURTHER ORDERED that any direct testimony (except that related to rate design

and cost of service)and associated exhibits to be presented at hearing onbehalfofStaff or Interveners

shall be reduced to writing and tiled on or beforeJune 3, 2016.

1 Given the current schedule of Open Meeting dates in 2016 and the current deadline of December l, 2016, for a final
Commission Order 'm this matter pursuant to A.A.C. R14-2-103, TEP's proposed schedule may not allow sufficient time
for a final Commission Order by the November 2016 Open Meeting date. TEP seeks new rates in place by January l, 20 l7.
Given these circumstances, keeping the proposed hearing date and extending the deadline for a final Commission order
until at least December 31, 2016 is reasonable as it will allow the matter to be heard at a December 2016 Open Meeting
with rates approved prior to January 1, 2017. Otherwise, the hearing would need to be earlier. The length of the hearing in
this matter (the rule provides the deadline is extended three days for each day of hearing on the merits), or other potential
unforeseen circumstances may tiirther affect the deadline and timing of the implementation of new rates.

19

20

21

22

23

24

25

26

27

28
2 The call-in number to participatetelephonically is1-888-450-5996, AccessCode 457395#.

2
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2016.

1 IT IS FURTHER ORDERED that any direct testimony related to rate design and cost of

2 serviceand associated exhibits to be presented at hearing on behalf ofStaff and Interveners shall be

3 reduced to writing and filed on or before June 24, 2016.

4 IT IS FURTHER ORDERED that any rebuttal testimony and associated exhibits to be

5 presented at hearing by the Companyshall be reduced to writing and filed on or beforeJuly 25,

6 IT IS FURTHER ORDERED that any sun'ebuttal testimony and associated exhibits to be

7 presented by Staff and/or Interveners shall be reduced to writing and filed on or before August 18,

8

9 IT IS FURTHER ORDERED that any rejoinder testimony and associated exhibits to be

10 presented at the hearing by the Company shall be reduced to writing and tiled on or before August

11 25, 2016.

12 IT IS FURTHER ORDERED that any objections to any testimony or exhibits which have been

13 retiled before August 25, 2016, shall be made on or before the Pre-Hearing Conference.

14 IT IS FURTHER ORDERED that any substantive corrections, revisions, or supplements to pre-

15 filed testimony shall be reduced to writing and tiled no later than five days before the witness is

16 scheduled to testify.

17 IT IS FURTHER ORDERED that interventionshall be in accordance with A.A.C. Rl4-3-105,

18 except that all motions to intervene must be filed on or before April 29, 2016.

19 IT IS FURTHER ORDERED that discovery shall be as permitted by law and the miles and

20 regulations of the Commission, except that throughJune 30, 2016,any objection to discovery requests

21 shall be made within 7 days of receipt and responses to discovery requests shall be made within 10

22 days of receipt, thereafter, objections to discovery requests shall be made within 5 days and responses

23 shall be made in 7 days;1 the response time may be extended by mutual agreement of the parties

24 involved if the request requires an extensive compilation effort.

25 IT Is FURTHER ORDERED that, in the alternative to filing a written motion to compel

26 discovery, any party seeldng discovery may telephonically contact the Commission's Hearing Division

27

28

2016.

3 "Days" means calendar days.

3
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PUBLIC NOTICE OF HEARING ON THE
RATE APPLICATION OF

TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322

Summarv
On November 5, 2015, Tucson Electric Power Company ("TEP" or "Company") tiled
an application with the Arizona Corporation Commission ("Commission") for an
increase in annual non-fuel retail revenues of $109.5 million, or approximately 12
percent over adjusted test year retail revenues. TEP is also seeldng approval off (1)
critical and substantial modifications to its rate design and net metering tariff; (2)
modifications to its Purchased Power and Fuel Adjustment Clause mechanism
("PPFAC"); its Environmental Compliance Adjustor ("ECA") and Lost Fixed Cost
Recovery mechanism ("LFCR"); (3) updated depreciation rates; (4) modifications to its
Tariffs and Rules and Regulations; and (5) other related matters.

Under the rates as proposed by the Company, an average residential customer using
1,150 kph in summer and 785 kph in winter would see a monthly increase of $11.91,

from $105.57 to $117.48. A customer's bill depends on monthly energy consumption.
A customer using less or more than the average would experience a smaller or larger

increase.

If you have any questions concerning how the Company's rate proposal will affect your

1 to request a date for a procedural hearing to resolve the discovery dispute; that upon such a request, a

2 procedural hearing will be convened as soon as practicable; and that the party madding such a request

3 shall forthwith contact all other parties to advise them of the hearing date and shall at die hearing

4 provide a statement confirming that the other parties were contacted.4

5 IT IS FURTHER ORDERED that any responses to motions shall be tiled within live days of

6 the filing date of the motion.

7 IT IS FURTHER ORDERED that any replies shall be filed within five days of the filing date

8 of the response.

9 IT IS FURTHER ORDERED that any motions filed in this matter that are not ruled upon by

10 the Commission within 20 days of the filing date of the motion shall be deemed denied.

l l IT IS FURTHER ORDERED that the Company shall provide public notice of the hearing in

12 this matter, in the following type size, form and style with the heading in no less than 16 point bold

13 type and the body in no less than l0-point regular type:

14

15

16

17

18

19

20

21

22

23

24

25

26

27

4 The parties are encouraged to attempt to settle discovery disputes through informal, good-faith negotiations before
seeking Commission resolution of the controversy.28

I
4
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bill or have other substantive questions about this application, you may contact the
Company at: [COMPANY SHOULD INSERT NAME, ADDRESS, TELEPHONE
NUMBER, AND E-MAIL ADDRESS FOR CUSTOMER CONTACTS
CONCERNING THE APPLICATION].

The Commission's Utilities Division Staff is in the process of reviewing and analyzing
the application and has not yet made recommendations regarding TEP's request. The
Commission will determine the appropriate rate relief to be granted based on the
evidence of record in this proceeding. THE COMMISSION IS NOT BOUND BY
THE PROPOSALS MADE BY TEP.. STAFF, OR ANY INTERVENERS AND,
THEREFORE, THE FINAL RATES APPROVED IN THIS DOCKET MAY BE
LOWER OR HIGHER THAN THE RATES DESCRIBED ABOVE.

How You Can View or Obtain a Copy of the Rate Proposal
Copies of the application and proposed tariffs are available at TEP's offices [INSERT
ADDRESS], and at the Commission's Docket Control Center at 1200 West
Washington, Phoenix, Arizona and its Tucson office, 400 West Congress, Suite 218,
Tucson, Arizona, and on the internet via the Commission website (/ .ucc.goy/)
using the e-Docket function.

Public Hearing Information
The Commission will hold a hearing on this matter beginning August 31, 2016, at
10:00 a.m., at the Colnmission's offices, Room 222, 400 West Congress, Tucson,
Arizona, 85701.

Public comments will be taken at the beginning of the hearing. Written public comments
may be submitted by mailing a letter referencing Docket No. E-01933A- 15-0322 to
Arizona Corporation Commission, Consumer Services Section, 1200 West Washington,
Phoenix, AZ 85007, or by email. For a form to use and insmctions on how to e-mail
comments to the Commission, go to
http://www.azcc.gov/divisions/utilities/forms/PublicCornrnentForm.pd£ If you require
assistance, you may contact the Consumer Services Section at 1-800-222-7000 or (520)
628-6550.

If you do not intervene in this proceeding, you will not receive further notice of the
proceedings in this docket. However, all documents filed in this docket are
available online (usually within 24 hours after docketing) at the Commission's website
wyvw.azcc.gQy using the e-Docket function, located at the bottom of the website
homepage. RSS feeds are also available through e-Docket.

About Intervention
The law provides for an open public hearing at which, under appropriate circumstances,
interested parties may intervene. Any person or entity entitled by law to intervene and
having a direct and substantial interest in the matter will be pennitted to intervene. If
you wish to intervene, you must file an original and 13 copies of a written motion to
intervene with the Commission no later than April 29, 2016, and send a copy of the
motion to TEP or its counsel and to all parties of record. Your motion must contain the
following:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

1. Your name, address, and telephone number and the name, address and
telephone number of any party upon whom service of documents is to be
made, if not yourself I

I

5
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2. A short statement of your interest in the proceeding (e.g., a customer of
the Company, etc.).

3. A statement certifying that you have mailed a copy of the motion to
intervene to the Company or its counsel and to all parties of record in the
case.

The granting of motions to intervene shall be governed by A.A.C. R14-3-105, except
thatall motions to intervene must be filed on or before April 29, 2016. If representation
by counsel is required by Rule 31 of the Rules of the Arizona Supreme Court,
intervention will be conditioned upon the intervenor obtaining counsel to represent the
intervenor. For information about requesting intervention, visit die Commission's
website at http://www.azcc.gov/divisions/utilitieslforms/interven.pd£ The granting of
intervention, among other things, entitles a party to present sworn evidence at the
hearing and to cross-examine other witnesses. However, failure to intervene will not
preclude any interested person or entity from appearing at the hearing and providing
public comment on the application or from filing written comments in the record of the
case.

ADA/Equal Access Information
The Commission does not discriminate on the basis of disability in admission to its
public meetings. Persons with a disability may request a reasonable accommodation
such as a sign language interpreter, as well as request this document in an alternative
format, by contacting the ADA Coordinator Shaylyn Bernal, E-mail
SABernal@azcc.gov, voice phone number 602/542-3931. Requests should be made as
early as possible to allow time to arrange the accommodation.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

IT IS FURTHER ORDERED that the Company shall mail to each of its customers a copy of

the above notice by February 19, 2016; shall cause the above notice to be published at least once in a

newspaper of local circulation in its service territory, with publication to be completed no later than

February 19, 2016; and shall make the notice available on its website easily accessible from the

homepage.

IT IS FURTHER ORDERED that the Company shall file certifications of mailing and

publication as soon as practicable after they have been completed.

IT IS FURTHER ORDERED that notice shall be deemed complete upon mailing and

publication of same, notwithstanding the failure of an individual customer to read or receive the notice.

IT IS FURTHER ORDERED that the Ex Parte Rule (A.A.C. RI4-3-113 _ Unauthorized

Communications) applies to this proceeding and shall remain in effect until the Commission's Decision

in this matter is final and non~appealable.

IT IS FURTHER ORDERED that all parties must comply with Rule 33 (c) and (d) of the Rules

of the Arizona Supreme Court with respect to practice of law and admission pro hoc vice.

6
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2.

3.

5.

1 IT IS FURTHER ORDERED that withdrawal of representation must be made in compliance

2 with A.A.C. R14-3-l04(E) and Rule 1.16 of the Rules of Professional Conduct (under Rule 42 of the

3 Rules of the Arizona Supreme Court). Representation before the Commission includes the obligation

4 to appear at adj hearings and procedural conferences, as well as all Open Meetings for which the matter

5 is scheduled for discussion, unless counsel has previously been granted permission to withdraw by the

6 Administrative Law Judge.

7 IT IS FURTHER ORDERED that, as permitted under A.A.C. R14-3-l07(B), each party to this

8 matter may opt to receive service of all filings in this docket, including all filings by parties and all

9 Procedural Orders and Recommended Opinions and Orders/Recommended Orders issued by the

10 Commission's Hearing Division, via email sent to an email address provided by the party rather than

l l via U.S. Mail. To exercise this option, a party shall:

12 l . Ensure that the party has a valid and active email address to which the party has regular

13 and reliable access ("designated email address"),

14 Complete a Consent to Email Service form, available on the Commission's website

15 ( .ucc.gov);

16 File the original and 13 copies of the Consent to Email Service form with the

17 Commission's Docket Control, also providing service to each party to the service list,

18 Send an email, containing the party's name and the docket number for this matter, to

19 HearingDivisionServicebyEmail@azcc.gov from the designated email address, to allow

20 the Hearing Division to verify the validity of the designated email address;

21 Understand and agree that service of a document on the party shall be complete upon

22 the sending of an email conning the docmnent to the designated email address,

23 regardless of whether the party receives or reads the email containing the document;

24 and

25 Understand and agree that the party will no longer receive service of filings in this

26 matter through First Class U.S. Mail or any other form of hard-copy delivery, unless

27 and until the party withdraws this consent through a tiling made in this docket.

28

6.

7

I

4.
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deadline for a final

DATED this \~t**day of December, 2015.

1 IT IS FURTHER ORDERED that a party's consent to email service shall not become effective

2 until a Procedural Order is issued approving the use of email service for the party. The Procedural

3 Order shall be issued only after the party has completed steps 1 through 4 above, and the Hearing

4 Division has verified receipt of an email from the party's designated email address.

5 IT IS FURTHER ORDERED that a party's election to receive service fall tilings in this matter

6 via email does not change the requirement that all filings with the Commission's Docket Control must

7 be made in hard copy and must include an original and 13 copies.

8 IT IS FURTHER ORDERED that pursuant to A.A.C. R14-2-103, the

9 Order in this matter is extended until at leastDecember31,2016.

10 IT IS FURTHER ORDERED that the time periods specified herein shall not be extended

l l pursuant to Rule 6(a) or (3) of the Rules of Civil Procedure.

12 IT IS FURTHER ORDERED that the Presiding Officer may rescind, alter, amend, or waive

13 any portion of this Procedural Order either by subsequent Procedural Order or by ruling at hearing.

14

15

16

17

18
Copies of the foregoing mailed

19 this l"l'l'*\ day of December, 2015 to:

RQDDA'
INISTRATIVE LAW JUDGE

20 Bradley S. Carroll
Tucson Electric Power Company
88 East Broadway, MS HQE910
PO Box 71 l
Tucson, AZ 85702

21

22

23

24

25

26

Daniel W. Pozefsky, Chief Counsel
27 RUC O

1110 West Washington, Suite 220
28 Phoenix, AZ 85007

Michael W. Patten
Jason D. Gellman
Snell & Wilmer LLP
One Arizona Center
400 East Van Buren Street
Phoenix, AZ 85004

i
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2

3

Barbara LaWall, Pima County Attorney
Charles Wesselhoft, Deputy County Attorney
PIMA COUNTY ATTORNEYS OFFICE
32 North Stone Avenue, Suite 2100
Tucson, AZ 85701

4 C. Webb Crockett
Patrick J. Black
FENNEMORE CRAIG, P.C.
2394 East Camelback Road, Suite 600
Phoenix, AZ 85016
Attorneys for Freeport and AECC

5

6

7

8

9

Kevin C. Higgins, Principal
ENERGY STRATEGIES, LLC
215 South State Street, Suite200
Salt Lake City, UT 84111

10

11

12

13

Nicholas J. Enoch
Jarrett J. Haskovek
Emily A. Tornabene
Lubin S Enoch, PC
349 North Fourth Avenue
Phoenix, AZ 85003
Attorneys for IBEW Local 1116

14

15

16

Janice Alward, Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
Phoenix, Arizona 85007

17

18

19

Thomas Broderick, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
Phoenix, Arizona 85007

20

21

COASH & COASH, INC.
Court Reportigxé, Video & Videoconferencing
1802 North 7 tree
Phoenix, AZ 85006

22

23

24

(
By _ QL( I/DL

Rebecca Uncluera
Secretary to Jane L. Rodda

25

26

27

28
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1 2 O n  J u n e  1 ,  2 0 1 6 ,  A r i z o n a  P u b l i c  S e r v i c e  C o m p a n y  ( " A P S "  o r  " C o m p a n y " )  f i l e d  w i t h  t h e

13 Ar i zona  C orpo ra t i on  C om m i ss i on  ( "C om m i ss i on " )  t he  above -cap t i oned  R a t e  C ase  App l i ca t i on . 1  The

1 4 app l i ca t i on ,  w h i ch  i s  based  on  a  t es t  yea r  end i ng  D ecem be r  31  ,  2015 ,  seeks  a  $165 . 9  m i l l i on  ne t

15 increase in  base ra tes Among o ther  t h ings,  t he app l i ca t i on a l so  seeks changes i n  some of  i t s  ad justor

16  m echan i sm s,  seeks  t o  es t ab l i sh  a  new  res i den t i a l  and  sm a l l  com m erc i a l  ra t e  des i gn  t ha t  m oves  away

1 7 f rom current  two-part  volumet r ic rates to three-part  demand-based rates,  seeks to reduce on~peak t ime-

18 o f - u s e  h o u r s ,  a n d  s e e k s  t o  g r a n d f a t h e r  e x i s t i n g  s o l a r  c u s t o m e r s  w h i l e  m o d i f y i n g  n e t  m e t e r i n g

1 9 arrangements  f o r  new so la r  cus tomers .  Pursuant  t o  Commiss ion  Dec i s i on  No.  75047 (Apr i l  30 ,  2015) ,

20  i ssues  re l a t ed  t o  APS ' s  p roposed  Au t om at ed  M e t e r  O p t -O u t  Se rv i ce  Schedu l e  w i l l  a l so  be  add ressed

2 1 in  the proceeding on the appl i cat ion.

22 Parties who have previously been granted intervention in this docket are Richard Gayer, Patricia

23 Ferré, Warren Woodward, IO Data Centers, LLC ("IO"), Freeport Minerals Corporation ("Freeport"),

24 Arizonans for Electric Choice and Competition ("AECC"), Sun City Home Owners Association ("Sun

25 City HOA"), Western Resource Advocates ("WRA"), and Arizona Investment Council ("AIC").

26 On June 14, 2016, APS med a Notice of Errata.

27 . . .

28 1 On January 29, 2016, APS tiled its Notice of Intent to File aRate Case Application and Request to Open Docket.

S:\TJibilian\APS2016Rates\POs\RCPO.d9cx 1
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DOCKET no. E-01345A-16-0036

1 On June 14, 2016, Arizona Utility Ratepayer Alliance ("AURA") filed a Motion for Leave to

2 Intervene and Consent to Email Service.

3 On June 15, 2016, Property Owners and Residents Association, Sun City West ("PORA") tiled

4 an Application to Intervene, signed by Al Gervenack and Rob Robbins. Attached to the intervention

5 request was a copy of a May 16, 2016 Resolution of the PORA Board of Directors appointing Mr.

6 Gervenack, PORA Director, as its lay representative in this docket, and Mr. Robbins, PORA President,

7 as its lay representative in the event Mr. Geivenack is unavailable to actively participate in this

8 proceeding. PORA also filed a Consent to Email Service.

9 On June 16, 2016, Arizona Solar Energy Industries Association ("AriSEIA") filed its

10 Application to Intervene. The filing indicates that on May 10, 2016, the Board of Directors of AriSEIA

11 authorized Mr. Tom Harris, its Chairman, to act on its behalf in this proceeding. A1iSEIA also filed a

12 Consent to Email Service, but has not as of this date sent a verifying email from its designated email

13 address for this docket.

14 On June 16, 2016, Arizona School Boards Association ("ASBA") and Arizona Association of

15 School Business Officials ("AASBO") (collemively "ASBA/AASBO") jointly filed a Motion for

16 Leave to Intervene.

17 On June 17, 2016, Sun City HOA filed a Clarification.

18 On June 17, 2016, Cynthia Zwick in her individual capacity and Arizona Community Action

19 Association ("ACAA") jointly tiled a Motion for Leave to Intervene. The joint intervention request

20 states that Ms. Zwick is audiorized to represent ACAA in this proceeding. ACAA also filed a Consent

21 to Email Service, but has not as of this date sent a verifying email from its designated email address

22 for this docket.

23 On June 17, 2016, APS tiled its Opposition to AURA's Motion for Leave to Intervene.

24 On June 22, 2016, the Residential Utility Consumer Office ("RUCO") filed a Motion for Leave

25 to Intervene.

26 On June 22, 2016, APS docketed copies of its lead/lag study and excerpts from the Handy-

27 Whitman Bulletin No. 182 used to calculate its proposed reconstruction cost new less depreciation

28 ("RCND") rate base.

2



DOCKET no. E-01345A-16-0036

1

2

On June 22, 2016, Southwest Energy Efficiency Project ("SWEEP") filed a Motion for Leave

to Intervene and a Consent to Email Secrvice.

3 On June 23, 2016, APS tiled its Second Notice of Errata.

4

5

6

On June 24, 2016, AURA filed its Response in Support of Motion to Intervene.

On June 24, 2016, APS tiled a copy of the notice it provided to parties of record of the Rate

Case Technical Conferences scheduled for July 20, 2016, August 23, 2016, September 29, 2016, and

7

8 i

October 26, z016.

On June27, 2016, Vote Solar filed aMotion for Leave to Intervene and a Consent to Email
8

9 9 Service.

10 On June 28, 2016, APS filed its Reply in Opposition to Arizona Utility Ratepayer Alliance's

11 3 Motion to Intervene.

12

13

On June 29, 2016, the Electrical District Number Eight and McMullen Valley Water

Conservation & Drainage District (collectively, "ED8/McMullen") jointly filed a Motion for Leave to

14 :Intervene.
I

ED8/McMullen also tiled a Consent to Email Service,but has not as of this date sent a

15 verifying email firm its designated email address for this docket.

16 ! On July 1, 2016, the Commission's Utilities Division ("Staff") issued a Letter of Sufficiency

17

18

3 pursuant to Arizona Administrative Code ("A.A.C.") R14-2-103, classifying APS as a Class A utility.

! On July 1, 2016, AURA filed a Motion w Strike.

19 On July 5, 2016, The Kroger Co. ("Kroger") filed a Motion for Leave to Intervene and a

20 Consent toEmailService.

21

22

On July 5, 2016, pursuant to Arizona Supreme Court Rule 39(a), John William Moore, Jr., filed

with the Commission a Motion to Associate Counsel Pro Hoc Woe to associate Kurt J. Boehm and

23

24

Jody Kylen Cohn as counsel for Kroger in this matter.

On July 5, 2016, APS filed its Reply in Opposition to Arizona Utility Ratepayer Alliance's

25 Motion to Strike.

26 July 6, 2016, AURA Filed its Response to APS's Reply in Opposition to Arizona Utility

27 ! Ratepayer Alliance's Motion to Strike.
!

On July 7, 2016, Tucson Electric Power Company ("TEP") tiled a Motion for Leave to

3
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1 intervene. TEP also filed a Consent to Email Service, but has not as of this date sent a verifying email

2 from its designated email address for this docket.

3 On July 8, 2016, Pima County filed a Motion for Leave to intervene. Pima County also filed

4 a Consent to Email Service, but has not as of this date sent a Verifying email from its designated email

5 address for this docket.

6 On July ll, 2016, Staff filed a Request for Procedural Schedule.

7 On July 12, 2016, Solar Energy Industries Association ("SEIA") filed a Motion for Leave to

8 intervene. SEIA also filed a Consent to Email Service, but has not as of this date sent a verifying email

9 from its designated email address for this docket.

10 On July 15, 2016, the Energy Freedom Coalition of America ("EFCA") filed a Motion to

11 intervene.

12 On July 18, 2016 Wal-Mart Stores, Inc. and Sam's West, Inc. (collectively, "Walmart") tiled

13 an Application for Leave to intervene and a Consent to Email Service.

14 On July 19, 2016, Staff filed a Motion to Consolidate, requesting that this docket be

15 consolidated with Docket No. E-01345A-16-0123.

16 Numerous public comments have been filed in this docket.

17 Intervention Requests

18 No party has objected to the Motions to Intervene filed by PORA, AriSEIA, ASBA/AASBO,

19 Cynthia Zwick, ACAA, SWEEP, RUCO, Vote Solar, ED8/McMullen, Kroger, TEP, Pima County, and

20 SEIA.

21 Accordingly, PORA, AriSEIA, ASBA/AASBO, Cynthia Zwick, ACAA, SWEEP, RUCO, Vote

22 Solar, ED8/McMullen, Kroger, TEP, Pima County, and SEIA should be granted intervention.

23 AUR1° Intervention Request

24 APS has contested AURA's intervention request.

25 In its Motion to intervene, AURA states that it is a nonpolitical, non-partisan organization

26 founded in 2015 "to advise and represent utility ratepayers on vital issues affecting their pocketbook,"

27 and to advocate "on behalf of everyday Arizonans to ensure that utilities act responsibly with affordable

28 rates, subject to transparent regulation, while providing sustainable utility services." AURA asserts

4



DOCKET no. E-01345A-l6-0036

1 that it is independent from any government entity, and contends that it is unique in its commitment to

2 all Arizona ratepayers and its advocacy for effective and efficient utility oversight. AURA states that

3 while it does not advocate any particular alternative energy production or efficiency measures, it

4 believes that "all such prudent measures should be part of Arizona's energy portfolio, without undue

5 ratepayer subsidies." AUR.A indicates that it is particularly interested in APS's rate design proposals

6 and proposals to modify its net metering tariff; but that it wishes to reserve the right to take positions

7 on any other issues in this case. AURA contends that no other party can adequately represent AURA's

8 interests.

9 APS states that AURA is the Arizona registered trade name for Quinn & Associates, LLC,

10 whose only members are Mr. Patrick Quinn, a registered lobbyist, and his wife? APS states that Mr.

l l Quinn has described Quinn & Associates as a business and political consulting firm, and that Mr. Quinn

12 has testified that AURA is funded by the Energy Foundation, whose mission, according to its website,

13 is "to promote the transition to a sustainable energy future by advancing energy efficiency and

14 renewable energy." APS contends that because AURA is a lobbying firm, it lacks a direct and

15 substantial interest in this docket. APS posits that AURA's participation "is both redundant and almost

16 certain to unduly expand the scope of the docket." APS contends that at a minimum, AURA should be

17 grouped with other interveners having substantially like interests and positions into a class pursuant to

18 A.A.C. R14-2-105(C). A.A.C. R14-2-105(C) addresses the declaration of a class of "interested

19 persons" for purposes of hearing.

20 A.A.C. R14-3-105 allows parties who are directly and substantially affected by a proceeding to

21 intervene. AURA has stated an interest in the issue of alternative energy production without undue

22 ratepayer subsidies, and in the issue of the effects of a rate design with demand charges, both of which

23 are implicated by APS's rate case. Rule 105 does not require that a party be a customer, or do business

24 with the utility, in order to have an interest in the proceeding sufficient to intervene. AURA's business

25 form does not preclude intervention, nor does the fact that other parties to a case may have interests

26 similar to those expressed by AURA. It has not been demonstrated at this time that AURA's

27

28 z The members of Quinn & Associates, LLC are Patrick J. Quinn and Marcia M. Quinn.

5



DOCKET no. E-01345A-16-0036

1 participation will unduly broaden the issues in this docket, or that there is a need to declare a class, or

2 classes, of "interested persons" for this docket.

Accordingly, AURA should be granted intervention.3

4 Consents to Emal Service

5 The Commission is appreciative of parties' requests to receive service by email. The

6 Commission will soon be implementing a procedure whereby all filings made by a Commissioner,

the Commission's Executive Director, or a Commission Division will be served upon parties who7

8 have consented to email service via an email containing either an electronic copy of the filing or

a link to access the filing online. Parties who do not consent to email service may not be able to

10 receive some documents, such as Amendments to Open Meeting Agenda items.

Representatives Horn AURA, PORA, SWEEP, andVoteSolar have opted to receive service of

12 all filings in this docket, including all filings by parties and all Procedural Orders and Recommended

13 3 Opinions and Orders/Recommended Orders issued by the Commission's Hearing Division, via their

14 ; designated email addresses rather than via U.S. Mail. AURA, PORA, SWEEP, and Vote Solar have

15 each exercised this option by docketing hard copies of their Consents to Email Service, and by sending

11

16 emails containing their names and the docket number for this matter to

17 i HearingDivisionServicebyErnail@azcc.gov Hom their designated email addresses. The Hearing

20 appear for delivery of courtesy emails to other individuals associated with those parties.

18 Division has verified the validity of their designated email addresses, which now appear on the service

19 list for this matter in addition to their addresses for U.S. Mail. In addition, courtesy email addresses

21 The Consents to Email Service filed by AURA, PORA, SWEEP, and Vote Solar should be

22 granted.

23 Several parties granted intervention by this Procedural Order have requested to receive service

24 : by email, but have not as of this date sent an email containing the party's name and the docket number
I

25 | for this matter to HearingDivisionSg1;vicebyEmai1@azcc.gov from the party's designated email

26 address.3 Once those parties have accomplished this necessary step so that the Hearing Division may

27

28
3 As noted in the procedural history above, these parties are AriSEIA, ACAA, EDS/McMullen, Kroger, TEP, Pima County,
and SEIA.

9

l
i
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DOCKET no. E-01345A_16_0036

verify the party's designated email address for accomplishing service, the party's request will be

approved by a subsequent Procedural Order. In addition to the party's designated email address for

accomplishing service, additional courtesy email addresses for the party will also be added to the

service list at that time.

5 I Representatives

6 Pursuant to Arizona Supreme Court Rule 3l(d)(28), a non-profit organization may be

7 represented before the Commission by a corporate officer, employee, or a member who is not an active

8 member of the state bar, if (1) the non-profit organization has specifically authorized the officer,

9 employee, or member to represent it in the particular matter, (2) such representation is not the person's

10 primary duty to the non-profit organization, but is secondary or incidental to such person's duties

l l relating to the management or operation of the non-profit organization, and (3) the person is not

12 receiving separate or additional compensation (other than reimbursement for costs) for such

13 representation. Arizona Supreme Court Rule 3 l (d)(28) further states that the Commission or presiding

14 officer may require counsel in lieu of lay representation whenever it is determined that lay

15 representation is interfering with the orderly progress of the proceeding, imposing undue burdens on

16 the other parties, or causing harm to the parties represented.

17 Mr. Al Gervenack and Mr. Rob Robbins should be authorized to represent PORA as lay

18 representatives in this proceeding.

19 Mr. Tom Hants should be authorized to represent AriSEIA as lay representative in this

20 proceeding.

21 Ms. Cynthia Zwick should be authorized to represent ACAA as lay representative in this

22 proceeding.

23 Requests to ParticipatePro Hoc Vice

24 The Motion tiled by John William Moore, Jr. requesting authority to associate Kurt J. Boehm

25 and Jody KylerCohnpro hoc vice as counsel for Kroger in this matter lists Mr. Moore as the designated

26 member of the Arizona State Bar with whom communication may be made, and upon whom papers

27 should be served. Attached to the filing is a copy of the verified Application for Appearance Pro Had

28 Wee filed with the State Bar of Arizona for Mr. Boehm and Ms. Cohn, a copy of the certificates of

1

2

3

4

7



DOCKET no. E-01345A-]6-0036

1 good standing from the jurisdictions in which they have been admitted to practice law; and copies of

2 the Notices of Receipt of Complete Application from the State Bar of Arizona.

3 In the discretion of the Commission, Mr. Boehm and Ms. Cohn should be permitted to appear

4 and participate pro hoc vice in this matter on behalf of Kroger.

5 Proposed_p1 edura1 Schedule

6 Staff requests that the following procedural schedule be adopted for this case:

7 Staff and Intervenor Direct Testimony (except rate design) Wednesday, December 21, 2016

8 Staff and Intervenor Direct Testimony (rate design) Friday, January 27, 2017

9 APS Rebuttal Testimony Friday, February 17, 2017

10 Staff and Intervenor Surrebuttal Testimony Friday, March 10, 2017

l l APS Rejoinder Testimony Friday, March 17, 2017

12 Prehearing Conference Monday, March 20, 2017

13 Proposed Hearing Commencement Date Wednesday, March 22, 2017

14 Staff states that APS and RUCO have indicated to Staff that they are in agreement with Start' s

15 proposed schedule. Staff requests that a procedural conference be scheduled, if needed, to discuss the

16 schedule and other procedural matters the parties may have concerning the processing of this case.

17 The procedural schedule for processing this case proposed by Staff appears to be balanced and

18 fair and should provide sufficient time to conclude the case within 12 months of the sufficiency finding.

19 It will therefore be adopted.

20 Pending Intervention Requests

21 The intervention requests filed by EFCA and Wal-Mart will not be ruled upon in this Procedural

22 Order, but will be considered after sufficient time has beenallowed for the filing of any responses.

23 Motion to Consolidate

24 The Motion to Consolidate filed by Staff will not be ruled upon in this Procedural Order, but

25 will be considered otter sufficient time has been allowed for the tiling of any responses.

26 IT IS THEREFORE ORDERED that the hearing 'm this matter shall commence on March

27 22, 2017, at 10:00 a.m., at the Commission's offices, 1200 West Washington Street, Hearing Room

28 No. 1, Phoenix, Arizona 85007.

8
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DOCKET no. E-01345A-16_0036

l IT IS FURTHER ORDERED that a pre-hearing conference shall be held on March 20, 2017,

2 at 10:00 a.m., at the Commission's offices, 1200 West Washington Street, Hearing Room No. 1,

3 Phoenix, Arizona 85007.

4 IT IS FURTHER ORDERED that the direct testimony and associated exhibits to be presented

5 at hearing on behalf of Staff and interveners on issues other than rate design shall be reduced to

6 writing and tiled on or before December 21, 2016.

IT IS FURTHER ORDERED that the direct testimony and associated exhibits to be presented

8 at hearing on behalf of Staff and interveners on rate design issues shall be reduced to writing and

9 filed on or before January 27, 2017.

10 IT IS FURTHER ORDERED that any rebuttal testimony and associated exhibits to be

11 presented at hearing by APS shall be reduced to writing and filed on or before February 17, 2017.

12 IT IS FURTHER ORDERED that any surrebuttal testimony and associated exhibits to be

13 presented by Staff and interveners shall be reduced to writing and filed on or before March 10, 2017.

14 IT IS FURTHER ORDERED that any rejoinder testimony and associated exhibits to be

15 presented at hearing by APS shall be reduced to writing and tiled on or before March 17, 2017.

16 IT IS FURTHER ORDERED that all filings shall be made by 4:00 p.ln. on the date the filing

17 is due.

18 IT IS FURTHER ORDERED that any objections to pre-filed testimony or exhibits shall be

19 made before or at the March 20, 2017 pre-hearing conference.

20 IT IS FURTHER ORDERED that all testimony filed shall include a table of contents which

21 lists the issues discussed.

22 IT IS FURTHER ORDERED that any substantive corrections, revisions, or supplements to pre-

23 filed testimony, with the exception of rejoinder testimony, shall be reduced to writing and filed no later

24 than live calendar days before the witness is scheduled to testify.

25 IT IS FURTHER ORDERED that the parties shall prepare a brief, written summary of the pre-

26 tiled testimony of each of their witnesses and shall file each summary at least two working days

27 before the witness is scheduled to testify.

28

7
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l IT IS FURTHER ORDERED that intervention shall be in accordance with A.A.C. R14-3-105,

2 except that all motions to intervene must be filed on or before November 10, 2017.

3 IT IS FURTHER ORDERED that discovery shall be as permitted by law and the rules and

4 regulations of the Commission, except that until December 21, 2010, any objection to discovery

5 requests shall be made within 7 calendar days of receipt," and responses to discovery requests shall be

6 made within 10 calendar days of receipt. Thereafter, objections to discovery requests shall be made

7 within 5 calendar days, and responses shall be made within 7 calendar days. The response time may

8 be extended by mutual agreement of the parties involved if the request requires an extensive

9 compilation effort.

10 IT IS FURTHER ORDERED that for discovery requests, objections, and answers, if a receiving

l l party requests service to be made electronically, and the sending party has the technical capability to

12 provide service electronically, service to that party shall be made electronically.

13 IT IS FURTHER ORDERED that, in the alternative to filing a written motion to compel

14 discovery, any party seeking resolution of a discovery dispute may telephonically contact the

15 Commission's Hearing Division to request a date for a procedural conference to resolve the discovery

16 dispute, that upon such a request, a procedural conference will be convened as soon as practicable, and

17 that the party malting such a request shall forthwith contact all other parties to advise them of the date

18 and time of the procedural conference and shall at the procedural conference provide a statement

19 confirming that the other parties were contacted.5

20 IT IS FURTHER ORDERED that any motions which are filed in this matter and which are not

21 ruled upon by the Commission within 20 calendar days of the filing date of the motion shall be deemed

22 denied.

23 IT IS FURTHER ORDERED that any responses to motions shall be filed within five calendar

24 days of the filing date of the motion.

25

26

27

28

4 The date of receipt of discovery requests is not counted as a calendar day, and requests received after 4:00 p.m. Arizona
time will be considered as received the next business day.
5 The parties are encouraged to attempt to settle discovery disputes through informal, good-faith negotiations before
seeking Commission resolution of the controversy.

10
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PUBLIC NOTICE OF HEARING
ON ARIZONA PUBLIC SERVICE COMPANY'S APPLICATION

FOR A PERMANENT RATE INCREASE
DOCKET no. E-01345A-16-0036
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1 IT IS FURTHER ORDERED that any replies shall be filed within five calendar days of the

2 tiling date of the response.

3 IT IS FURTHER ORDERED that APS shall provide public notice of the hearing in this matter,

4 in the following form and style with the heading in no less than 24-point bold type and the body in no

5 less than 10-point regular type:

6

7

8

9

lo

l l

12

13

14 3

15

16

17

On June 1, 2016, Arizona Public Service Company ("APS" or "Company") filed an
application with the Arizona Corporation Commission ("Commission") for a permanent
base rate increase. The application seeks a $165.9 million net increase in base rates.
Among other things, the application also seeks changes in some of its adjustor
mechanisms, seeks to establish a new residential and small commercial rate design that
moves away from current two-part volumetric rates to three-part demand-based rates,
seeks to reduce on-peak time-of-use hours, and seeks to grandfather existing solar
customers while modifying net metering arrangements for new solar customers.
Pursuant to Commission Decision No. 75047 (April 30, 2015), issues related to APS's
proposed Automated Meter Opt-Out Service Schedule will be addressed in the rate case
proceeding.

18

The requested gross base rate increase is the sum of three parts: (1) a non-fuel increase
of $227.6 million, (2) the revenue-neutral transfer into base rates of $276.6 million
currently being recovered through adjustor mechanisms; and (3) a decrease in base fuel
costs of ($61.7 million). The net percentage impact of the Company's request on
customer bills will be an increase of approximately 5.74% on average. The actual
percentage rate increase for individual customers that would result from the
application will vary depending upon the type and quantity of service provided.

19

20

21

22

23

!
z

i
l
I
!
!

E

i

THE COMMISSION'S UTILITIES DIVISION ("STAFF") IS IN THE PROCESS
OF REVIEWING AND ANALYZING THE APPLICATION. NEITHER Staff
NUR ANY INTERVENOR HAS YET MADE ANY RECOMMENDATION
REGARDING APS'S REQUEST. THE COMMISSION IS NOT BOUND BY
THE PROPOSALS MADE BY Aps, STAFF, OR ANY INTERVENERS. THE
coMmissIon wiLL DETERMINE THE APPROPRIATE RATEMAKING
TREATMENT OF THE REVENUES AND EXPENSES RELATED TO APS'S
APPLICATION BASED ON THE EVIDENCE PRESENTED IN THIS
PROCEEDING. THE FINAL RATES APPROVED BY THE COMMISSION
MAY BE HIGHER, LOWER, OR DIFFERENT THAN THE RATES
PROPOSED BY APS OR BY OTHER PARTIES.

2 4

25

26

27

If you have any questions concerning how the Application may affect your bill or other
substantive questions about the Application, you may contact the Company at:
[COMPANY INSERT NAME, ADDRESS, TELEPHONE NUMBER, AND E-
MAIL ADDRESS FOR cUsTom1:R CONTACTS CONCERNING THE
APPLICATIONS.

28

11
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DOCKET no. E-01345A-16-0_36

How You Can View or Obtain a Copv of the Application
Copies of the Application are available from APS [COMPANY INSERT HOW AND
WHERE AVAILABLE]; at the Commission's Docket Control Center at 1200 West
Washington Street, Phoenix, Arizona, during regular business hours, and on the
Commission website (www.azcc.gov)using the e-Docket function.

1

Arizona Corporation Commission Public Hearing Information
The Commission M11 hold a hearing on this matter beginningMarch 22, 2017, at 10:00
a.m., at the Commission's offices, Hearing Room #1, 1200 West Washington Street,
Phoenix, Arizona. Public comments will be taken on the first day of the hearing.

Written public comments may be submitted by mailing a letter referencingDocketNo.
E--1345A-16-0036 to Arizona Corporation Commission, Consumer Services Section,
1200 West Washington, Phoenix, AZ 85007, or by submitting comments on the
Commission's website (www.azcc.gov) using the "Submit a Public Comment for a
Utility" function. If you require assistance, you may contact the Consumer Services
Section at 602-542-4251 or 1-800-222-7000.

If you do not intervene in this proceeding, you will receive no further notice of the
proceedings in this docket. However, all documents filed in this docket are
available online(usually within 24 hours after docketing) at the Commission's website
(www.azcc.gov)using the e-Docket function. You may choose to subscribe to an RSS
feed for this case using the e-Docket function.

About Intervention
The law provides for an open public hearing at which, under appropriate circumstances,
interested persons may intervene. An interested person may be granted intervention if
the outcome of the case will directly and substantially impact the person, and the
person's intervention will not unduly broaden the issues in the case. Intervention,
among other things, entitles a party to present swam evidence at hearing and to cross-
examine odder parties' witnesses. Intervention is not required if you want to appear
at the hearing and provide public comment on the Application, or if you want to
file written comments in the record of the case.

To request intervention, you must file an original and L hard copies of a written request
to intervene with Docket Control, 1200 West Washington, Phoenix, AZ 85007, no later
than November 10, 2016. You also must salve a copy of the request to intervene on
each party of record on the same day that you file the request to intervene with the

Information about what intervention means, including an explanation
of the rights and responsibilities of an intervenor, is available on the Commission's
website (www.azcc.gov) using the "Intervention in Utility Cases" link. The link also
includes sample intervention requests.

Commission.

1
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4
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12

13

14

15

16

17

18

19

2 0

21

2 2

23

2 4

25

2 6

2 7

28

2.
3.

If you choose to request intervention, your request must contain the following:
l . Your name, address, and telephone number, and the name, address, and telephone

number of any person upon whom service of documents is to be made, if not
yourselll
A reference toDocketNo. E-01345A-16-0036;
A short statement explaining:
a. Your interest in the proceeding (e.g., a customer of APS, etc.),
b. How you will be directly and substantially affected by the outcome of the

case, and
Why your intervention will not unduly broaden the issues in the case;

12

c.



DOCKET no. E-01345A-16_0036

4.

5.

A statement certifying that you have served a copy of the request to intervene on
APS or its attorney and all other parties of record in the case, and
If you are not represented by an attorney who is an active member of the Arizona
State Bar, and you are not representing yourself as an individual, sufficient
information and any appropriate documentation to demonstrate compliance with
Arizona Supreme Court Rules 31, 38, 39, and 42, as applicable.

The granting of motions to intervene shall be governed by A.A.C. R14-3-105, except
that all motions to intervene must be filed on or beforeNovember 101 2016.

1

2

3

4

5

6

7

8

9

10 IT IS FURTHER ORDERED that APS shallmail to each of its customers a copy of the above

11 notice as a bill insert beginning with the first available billing cycle and shall cause a copy of such

12 notice to bepublished at least twice in a newspaper of general circulationin the service territory of

13 each affected district, with mailing and publication to be completed no later thanAugust31,2016.

14 IT IS FURTHER ORDERED that APS shall file certification of mailing and publicationas

15 soon as possible after the mailing and publication have been completed, but no later thanOctober3,

16 2016.

17 IT IS FURTHER ORDERED that notice shall be deemed complete upon mailing and

lg publication of same, notwithstanding the failure of an individual customer to read or receive the notice.

19 IT IS FURTHER ORDERED that AURA, PORA, AriSEIA, ASBA/AASBO, Cynthia Zwick,

20 ACAA, SWEEP, RUCO, Vote Solar, ED8/McMullen, Kroger, TEP, Pima County, and SEIA are

21 hereby granted intervention.

22 IT IS FURTHER ORDERED that the requests by AURA, PORA, SWEEP, and Vote Solar to

23 receive service of all filings in this docket, including all filings by parties and all Procedural Orders

24 and Recommended Opinions and Orders/Recormnended Orders issued by the Commission's Hearing

25 Division, via their respective designated email addresses rather than via U.S. Mail, is hereby approved.

26 IT IS FURTHER ORDERED that Mr. Al Gervenack and Mr. Rob Robbins are authorized to

27 represent PORA in this proceeding as PORA's lay representatives, pursuant to Arizona Supreme Court

28 Rule 31(d>(28).

ADA/Equal Access Information
The Commission does not discriminate on the basis of disability in admission to its
public meetings. Persons with a disability may request a reasonable accommodation
such as a sign language interpreter, as well as request this document in an alternative
format, by contacting the ADA Coordinator, Shaylin Bernal, E-mail
SAbemal@azcc.gov, voice phone number 602-542-3931. Requests should be made as
early as possible to allow time to arrange the accommodation.

I

13
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Kurt J. Boehm
Jody Kylen Cohn
Boehm, Kurtz & Lowry
36 E. Seventh St., Suite 1510
Cincinnati, OH 45202

1 IT IS FURTHER ORDERED that Mr. Tom Harris is authorized to represent AriSEIA in this

2 proceeding as AriSEIA's lay representative, pursuant to Arizona Supreme Court Rule 3 l(d)(28).

3 IT IS FURTHER ORDERED that Ms. Cynthia Zwick is authorized to represent ACAA in this

4 proceeding as ACAA's lay representative, pursuant to Arizona Supreme Court Rule 3 l(d)(28) .

5 IT IS FURTHER ORDERED that pursuant to Arizona Supreme Court Rule 3l(d)(28), the

6 Commission or presiding otiicer may require counsel in lieu of lay representation if it is determined

7 that lay representation is interfering with the orderly progress of the proceeding, imposing undue

8 burdens on the other parties, or causing harm to the parties represented.

9 IT IS FURTHER ORDERED that Kurt J. Boehm and Jody Kylen Cohn are admitted pro hoe

10 vice in the above-captioned matter.

l l IT IS FURTHER ORDERED that Mr. Boehm's and Ms. Cold's address for service of papers

12 and other communication is :

13

14

15

16 IT IS FURTHER ORDERED that the address for service of papers and other communication

17 for the Arizona-licensed attorney designated as local counsel is:

18

19

20 IT IS FURTHER ORDERED that withdrawal of representation must be made in compliance

21 with A.A.C. R14-3-104(E) and Rule 1.16 of the Rules of Professional Conduct (under Arizona

22 Supreme Court Rule 42). Representation before the Commission includes appearances at all hearings

23 and procedural conferences, as well as all Open Meetings for which the matter is scheduled for

24 discussion, unless counsel has previously been granted permission to withdraw by the Administrative

25 Law Judge or the Commission.

26 IT IS FURTHER ORDERED that adj parties must comply with Arizona Supreme Court Rules

27 31, 38, 39, and 42 and A.R.S. §40-243 with respect to the practice of law and admission prohoc vice.

28 IT IS FURTHER ORDERED that the Ex Parte Rule (A.A.C. R14-3-113 - Unauthorized

John William Moore, Jr.
7321 North 16*" Street
Phoenix, AZ 85020

14
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1 I Communications) applies to this proceeding and shall remain in effect until the Colnmission's Decision

2 9 in dies matter is final and non-appealable.

3 IT IS FURTHER ORDERED that the time periods specified herein shall not be extended

4 pursuant to Rule 6(a) or (e) of the Rules of Civil Procedure.

5

6

7

8

11

12

13

14

z.

3.

15

IT IS FURTHER ORDERED that, as permitted under A.A.C. R14-3-l07(B), each party

to this matter may opt to receive service of all filings in this docket, including all filings by parties

and all Procedural Orders and Recommended Opinions and Orders/Recommended Orders

issued by the Commission's Hearing Division, via email sent to an email address provided by the

9 party rather than via U.S. Mail. To exercise this option, a party shall:

10 : 1. Ensure. that the party has a valid and active email address to which the party has

regular and reliable access ("designated email address");

Complete a Consent to Email Service using the form available on the

Commission's website (www.azcc.gov) or a substantially similar format;

File the original and 13 copies of the Consent to Email Service with the

Commission's Docket Control, also providing service to each party to the service

16

17 4.

18

19

20

21

22

23

24

s.

26

27

28

6.

list;

Send an email, containing the party's name and the docket number for this matter,

to HearingDivisionServicebvEmail@azcc.gov from the designated email address,

to allow the Hearing Division to verify the validity of the designated email address;

Understand and agree that service of a filing on the party shall be complete upon

the first of the following to occur: (1) the sending, to the designated email address,

of an email containing an electronic copy of the filing or a link to access the filing

online; or (2) for a filing made by a Commissioner, the Commission's Executive

Director, or a Commission Division, the making of the filing with a service

certification including coding indicating that an automatic service email for the

filing shall be sent to each party whose consent to email service has been approved;

Understand and agree that the party may provide additional email addresses on

the Consent to Email Service for individuals to whom the party desires to have

15
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1

2

3

4

5

6

7

8

9

7.

I
!

service emails sent as a courtesy, but that these courtesy email addresses are not

the designated email address and will not be verified; and

Understand and agree that the party will no longer receive service of filings in this

matter through First Class U.S. Mail or any other form of hard-copy delivery,

unless and until the party withdraws this consent through a filing made in this

docket.

IT IS FURTHER ORDERED that a party's consent to email service shall not become

effective until a Procedural Order is issued approving the use of email service for the party. The

Procedural Order shall be issued only after the party has completed steps 1 through 4 above, and

10 the Hearing Division has verified receipt of an email from the party's designated email address.

11 IT IS FURTHER ORDERED that a party's election to receive service of all fililmgs in this

12 matter via email does not change the requirement that all filings with the Commission's Docket

13 Control must be made in hard copy and must include an original and 13 copies.

14 IT IS FURTHER ORDERED that the Administrative Law Judge may rescind, alter, amend, or

15 waive any portion of this Procedural Order either by subsequent Procedural Order or by ruling at

DATED this % ofJuly, 2016.

'""*m~»-

.
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16 hearing.

17

18

19

20

21

22

23

24

25

26

27

28

TEEN
ASSIS

IHILIAN \
CHIEF ADMINISTRATIVE LAW JUDGE
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Copies of the foregoing mailed/delivered
1 this ,>"<'~<1ay of July, 2016 to:*iv

Thomas A. Loquvam

Thomas L. Mum aw

Melissa M. Krueger

P INNACLE WEST CAPITAL CORPORATION
PO BOX 53999, MS 8695

Phoenix, AZ 85072

Attorneys for Arizona Public Service Company

Patricia Ferré
P.O. Box 433
Payson, AZ 85547

Richard Gayer

526 W. Wilshire Drive

Phoenix, AZ 85003
rgayer@cox.net
Consented to Service by Email

!
I
I

2

3

4

5

6

7

8

9

10

11

12

13

14

15

Warren Woodward
55 Ross Circle
Sedona, AZ 86336
w6345789@yahoo.com
Consented to Service by Email

16

17

18

19

Anthony L. Wander
Alan L. Kiernan
Brittany L. DeLorenzo
IO DATA CENTERS, LLC
615 n. 48111 St.
Phoenix, AZ 85008

Patrick J. Black
C. Webb Crockett

FENNEMORE CRAIG,  PC
2394 E. Camelback Road, Suite 600
Phoenix, Arizona 85016

Attorneys for Freeport Minerals Corporation and

Arizonans for Electric Choice and Competition
wcrocket@fclaw.com

pb1ack@fclaw.com
khiggins@energystrat.com

20

21

22

23

24

25

26 Consented to Service by Email

27

28

17
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Project and Vote Solar
Also Attorney for Arizona School Boards Association and Arizona Association of School Business
Officials, who have not yet consented to Service by Email

MeghanH. Grabel
OSBORNMALEDON, P.A.
2929 N. Central Ave., Suite 2100
Phoenix, Arizona 85012
Attorney for Arizona Investment Council
Mgrabel@omlaw.com
gyaquinto@arizohaaic.org
Consented to Service by Email

A1 Gervenack, Director
Rob Robbins, President
PROPERTY OWNERS & RESIDENTS ASSOCIATION
13815 Camino del Sol
Sun City West, AZ 85372
Al.gervenack@porascw.org
Rob.rQbbins@porascw.org
Consented to Service by Email

Tom Harris, Chairman
ARIZONA SOLAR ENERGY INDUSTRIES ASSOCIATION
2122 W. Lone Cactus Dr., Suite 2
Phoenix, AZ 85027

18
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1

2

3

4

5

Greg Eisert, Director
Steven Puck, Director
Government Affairs
SUN CITY HOMEOWNERS ASSOCIATION
10401 W. Coggins Drive
Sun City, AZ 85351
gregeisert@gmail.com
Steven.puck@cox.net
Consented to Service by Email

Timothy M. Hogan
ARIZONA CENTER FOR LAW IN THE PUBLIC INTEREST
202 E. McDowell Road, Suite 153
Phoenix, Arizona 85004
Attorney for Western Resource Advocates
thogan@aic@aclpi.org

10 ken.wilson@westemresources.org
sch1ege1j@a0l.com
ezucke@rman@swenergy.org
bbaatz@aoeee.org
briana@voteso1ar.org

6

7

8

9

11

12

13 Consented to Service by Email for Western Resource Advocates. Southwest Enerszv Efficiencv

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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Cynthia Zwick, Executive Director
2 Kevin Hengehold, Energy Program Director

ARIZONA COMMUNITY ACTION ASSOCIATION
2700 n. 3rd Street, Suite 3040
Phoenix, AZ 85004

1

3

4

E

I

r

5

6

Daniel Pozefsky, Chief Counsel
RESIDENTIAL UTILITY CONSUMER OFFICE
1110 W. Washington, Suite 220
Phoenix, AZ 85007

7
Jay I. Moyes
MOYES SELLERS & HENDRICKS LTD
1850 n. Central Avenue, Suite 1100
Phoenix, AZ 85012

10 Attorneys for Electnlcal District Number Eight and
McMullen Valley Water Conservation & Drainage District

8

9

11

12

13

14

Kurt J u Boehm
Jody Kyler Cohn
BOEHM KURTZ & LOWRY
36 E. Seventh Street, Suite 1510
Cincinnati, OH 45202
Attorneys for The Kroger Co.

15

16

17

John William Moore, Jr.
1321 North 16*" Street
Phoenix, AZ 85020
Attorney for The Kroger Co.

18

19

20

21

Michael W. Patten
Jason D. Gellman
SNELL & WILMER LLP
One Arizona Center
400 East Van Buren Street
Phoenix, AZ 85004
Attorneys for Tucson Electric Power Company

22

23

24

Charles Wesselhoft
Deputy County Attorney
PIMA COUNTY ATTORNEY'S OFFICE
32 North Stone Avenue, Suite 2100
Tucson, AZ 85701

25

26

27

Giancarlo G. Estrada
KAMPER ESTRADA, LLP
3030 n. 3rd Street, Suite 770
Phoenix, AZ 85012
Attorney for Solar Energy Industries Association

28
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Janice Alward, Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, AZ 85007

Thomas Broderick, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, AZ 85007

COASH & COASH
COURT REPORTING, VIDEO AND
VIDEOCONFERENCING
1802 North 7th Street
Phoenix, AZ 85006

Pending Interventions :

Court S. Rich
ROSE LAW GROUP PC
7144 E. StetsonDrive, Suite 300
Scottsdale, AZ 85251
Attorney for Energy Freedom Coalition of America

Scott S. Wake5e1d
HIENTON CURRY, PLLC
5045 n. 12th Street, Suite 110
Phoenix, AZ 85014
Attorney for Wal-Malt Stores, Inc.

I

I
I

Steve W. Chriss
Senior Manager, Energy Regulatory Analysis
Wal-Mart Stores, Inc.
2011 S.E. Street
Bentonville, AR 72716

Chris Hendrix
Director of Markets & Compliance
Wal-Mart Stores, Inc.
2011 S.E. Street
Bentonville, AR 72716

Gregory w. Tillman
Senior Manager, Energy Regulatory Analysis
Wal-Mart Stores, Inc.
2011 S.E. Street
Bentonville, AR 72716

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27
Service List for Docket No. E-01345A-13-0069:

28
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Thomas L. Mum aw
Melissa M. Krueger
PINNACLE WEST CAPITAL CORPORATION

2 400 North 5th Street, MS 8695
Phoenix, AZ 85004
Attomeys for APS

1

Michael A. Curtis
William p. Sullivan
CURTIS, GOODWIN, SULLIVAN, UDALL & SCHWAB, PLC
501 East Thomas Road
Phoenix, AZ 85012-3205
Attorneys for Navopache and Mohave

Tyler Carlson, Chief Operating Officer
Peggy Gillman, Manager of Public Affairs and Energy Services
MOHAVE ELECTRIC COOPERATIVE, INCORPORATED
P.O. Box 1045
Bullhead City, AZ 86430

Charles R. Moore, Chief Executive Officer
NAVOPACHE ELECTRIC COOPERATIVE, INC.
1878 West White Mountain Blvd.
Lakeside, AZ 85929

Patricia C. Ferry
P.O. Box 433
Payson, AZ 85547

Lewis M. Levinson
1308 East Cedar Lane
Payson, AZ 85541

WarrenWoodward
55 Ross Circle
Sedona, AZ 86336

Patty Me
304 E. Cedar Mill Road
Star Valley, AZ 85541

Clara Marie Fritz
6770 W. Hwy 89A, #80
Sedona, AZ 86336

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

David A. Pennattz
Landon W. Loveland
GUST ROSENFELD PLC
One East Washington, Suite 1600
Phoenix, AZ 85004
Attorneys for the City of Sedona

27 By:

28
Rebecca Tall ran »=
Assistant to Teena Jibilian
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